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LETTERS  OF  TRANSMITTAL 


September  26,  1978. 

To  the  Members  of  the  Joint  Economic  Committee: 

Transmitted  herewith  are  the  transcripts  of  the  initial  public  hear- 
ings conducted  by  the  National  Commission  on  Employment  and  Un- 
employment Statistics. 

The  Joint  Economic  Committee  has  always  maintained  a  deep 
interest  in  the  evolution  of  the  statistics  on  employment  and  unemploy- 
ment to  meet  changing  legislative  needs.  For  that  reason  we  have 
been  pleased  to  participate  as  advisers  to  the  National  Commission  on 
Employment  and  Unemployment  Statistics,  whose  mandate  covers  this 
problem. 

Because  the  public  hearings  held  by  the  Commission  provide  in- 
formative and  valuable  material  from  several  different  sources,  the 
committee  has  agreed  to  publish  the  transcripts  in  order  to  provide 
widespread  dissemination.  I  believe  that  members  of  the  Joint  Eco- 
nomic Committee  and  other  Members  of  Congress  will  find  them  most 
useful. 

The  views  expressed  in  the  transcripts  are  those  of  the  witnesses  and 
do  not  necessarily  represent  the  views  of  the  members  of  the  Joint 
Economic  Committee  or  the  committee  staff. 

Richard  Bollixg, 
Chairman.  Joint  Economic  Committee. 


September  19,  1978. 

Hon.  Richard  Bolling, 

Chaiimian^  Joint  Economic  Committee.  U.S.  Congress,  Washington, 
B.C. 

Dear  ^Ir.  Chairman  :  Transmitted  herewith  are  the  transcripts  of 
the  initikl  public  hearings  conducted  bv  the  National  Commission  on 
Employment  and  Unemployment  Statistics. 

The  Joint  Economic  Committee  has  maintained  a  continued  interest 
in  the  formulation  of  statistics  on  employment  and  unemployment.  As 
you  are  well  aware,  these  data  are  under  increasing  scrutiny  because 
past  legislation  has  placed  insupportable  demands  on  these  statistics. 
In  the  initial  process  of  examining  various  alternatives  to  existing 
methods  of  data  collection  and  presentation,  the  Commission  on  Em- 
ployment and  T'nemployment  Statistics  held  public  hearinsfs.  Wit- 
nesses included  persons  from  congressional,  academic,  fifovernment, 
and  ])ublic  sectors.  Their  combined  testimony  gives  the  Joint  Economic 
Committee  a  valuable  and  broadly  based  compendium  of  information. 
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The  committee's  undertaking  to  publish  these  hearings  will  enable 
a  wide-ranging  audience  to  review  the  material.  The  expected  feed- 
back from  interested  parties  should  provide  another  source  of  im- 
portant insight  in  our  studies.  Public  dissemination  also  will  focus 
attention  on  the  complexities  and  ramifications  implicit  in  any  changes 
recommended  by  the  Commission. 

The  transcripts  were  prepared  for  publication  under  the  direction 
of  Sar  Levitan,  the  Chairman,  Marc  Eosenblum  and  Lois  Black  of  the 
Commission's  staff. 

The  views  expressed  in  the  hearings  are  those  of  the  respective  wit- 
nesses and  do  not  necessarily  represent  the  views  of  the  Joint  Economic 
Committee  or  any  of  its  individual  members. 
Sincerely, 

John  R.  Stark, 
Executive  Director.  Joint  Economic  Committee. 


National  Commission  on  Employment  and 

Unemployment  Statistics, 
Washington,  B.C.,  August  16, 1978. 

^fr.  John  R.  Stark, 

Executive  Director.,  Joint  Economic  Committee, 
U.S.  Congress,  Washington,D.C. 

Dear  Mr.  Stark  :  I  am  sending  you  transcripts  of  the  initial  public 
liearings  conducted  bv  the  National  Commission  on  Employment  and 
T^nemployment  Statistics.  The  public  hearings  were  an  educational 
experience  for  us,  and  we  hope  to  learn  even  more  from  the  feedback 
when  the  transcripts  are  printed  by  the  Joint  Economic  Committee. 
The  record  also  should  be  of  interest  to  other  committees. 
The  material  has  been  placed  in  three  volumes  as  follows: 

Volume  T.  Hearings  held  May  9-10,  1978,  in  Washington,  D.C. 
Volume  IT.  Hearings  held  on  May  23,  1978,  in  New  York  City ; 
June  13, 1978,  in  Chicago:  and  June  20, 1978,  in  San  Francisco. 

Volume  III.  Hearings  held  on  eluly  11,  1978,  in  Atlanta;  July 
26,  1978,  in  Washington,  D.C  and  written  submissions  by  wit- 
nesses who  could  not  appear  in  person  to  testify. 
Our  joint  agreement  to  publish  the  material  will  help  the  Commis- 
sion in  its  task  to  investigate  and  improve  our  system  of  labor  force 
statistics.  Due  to  the  growing  use  of  these  data  in  the  formation  and 
implementation  of  government  policy,  the  Commission  strongly  be- 
lieves the  issues  should  be  presented  to  the  public  and  not  just  a  small 
charmed  circle  of  economic  experts. 

Thank  you  again  for  your  continued  interest  in  the  work  of  the 
Commission. 

Sincerely, 

Sar  a.  Levitan, 

Chairman. 
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TRANSCRIPT  OF  PUBLIC  HEARINGS 


TUESDAY,  MAY  9,  1978 

NATIONAL  COMMISSION  ON  EMPLOYMENT 
AND  UNEMPLOYMENT  STATISTICS 

Washington,  D.C. 

The  Commission  met  pursuant  to  notice,  at  9:30 
a.m.,  in  room  5437,  200  Constitution  Ave.,  N.W.,  Sar  A. 
Levitan,  Chairman,  presiding. 

Present:  Bernard  E.  Anderson,  Jack  Carlson, 
Michael  H.  Moskow,  Samuel  L.  Popkin,  and  Joan  L.  Wills. 

Also  present:  Arvil  V.  Adams,  executive  director; 
Marc  Rosenblum,  staff  economist;  and  Wesley  H.  Lacey, 
administrative  officer. 

OPENING  STATEMENT  OF  CHAIRMAN  LEVITAN 

CHAIRMAN  LEVITAN:  This  is  the  first  of  a  series 
of  hearings  that  the  National  Coimnission  on  Employment 
and  Unemployment  Statistics  is  going  to  hold.  There 
is,  therefore,  a  strong  desire  to  tell  a  captive 
audience  about  all  the  good  things  we  have  done  and 
what  we  are  going  to  do. 

But  since  we  have  gathered  here  not  to  make 
speeches  but  to  listen  to  good  advice,  we  are  going  to 
start  with  a  gentleman  who  has  been  a  user,  inter- 
preter, and  a  policymaker  of  employment  and  unemploy- 
ment statistics. 

Mr.  Boiling,  we  are  honored  to  have  you  with  us. 
Mr.  Boiling  is  the  Chairman  of  the  Joint  Economic 
Committee  and  a  statutory  advisor  to  the  Commission. 
Mr.  Boiling,  we  will  be  three  times  as  good  as  the 
Speaker  of  the  House  is.  We  give  15  minutes  instead  of 
five  minutes. 
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STATEMENT  OF  THE  HONORABLE  RICHARD  BOLLING, 
CHAIRMAN,  JOINT  ECONOMIC  COMMITTEE, 
UNITED  STATES  CONGRESS 

MR.  BOILING:  Mr.  Chairman,  I  may  not  even  take 
the  15  minutes.  I  have  thought  a  long  time  about  what  I 
should  say  at  this  meeting  because  I  think  this  is  a 
very  important  Commission,  and  I  think  that  the  work  it 
does  will  be  critical  to  the  future  decisions  that 
policymakers  at  all  levels  make.  And  I  wish  I  felt 
wiser  about  how  this  Commission  was  going  to  solve  some 
of  the  problems  that  I  see  ahead. 

As  is  usual,  I  think  in  American  politics--and 
maybe  I  am  negative  on  the  subject — commissions  like 
this  are  not  included  in  what  I  am  about  to  say,  but 
most  groups  tend  to  avoid  the  very  difficult  problems 
they  face  and  deal  instead  with  the  ones  that  are 
perhaps  easier  because  they  are  more  finite. 

And  I  have  thought  a  lot  about  employment  and 
unemployment  for  a  very  long  time,  much  longer  than  I 
have  been  in  Congress  and  1  will  not  share  with  you  my 
experience  in  the  '30s  as  a  very  young  man,  but  1  think 
the  problem  that  we  have  today  is  that  we  do  not  have 
the  vaguest  idea  what  we  are  talking  about  when  we  talk 
about  unemployment. 

Of  course,  we  define  it  and  Julius  Shiskin  can 
give  you  a  very  precise  statement  of  what  it  is.  So,  I 
decided  to  raise  the  things  that  worry  me,  not  neces- 
sarily the  things  that  you  can  deal  with  because  I 
think  if  we  do  not  deal  with  the  things  that  worry  me 
and  all  the  others  too,  the  policymakers  are  still 
going  to  be  operating  in  the  dark. 

Now,  when  the  Commission  organized,  I  had  the 
privilege  of  being  present  then  too  and  each  one  of 
these,  I  think,  was  mentioned  rather  briefly  and  I  am 
going  to  mention  them  very  briefly. 

I  do  not  understand  how  we  deal  with  the  problem 
of  individual  employment  in  the  current  situation  which 
is  too  great  a  change  from  the  days  of  depression,  when 
there  are  so  many  different  confirmations  of  employment 
in  families,  unless  we  know  a  great  deal  more  than  we 
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do  about  those  confirmations. 

Now,  I  do  not  understand  even  how  to  get  at  that 
except  through,  perhaps,  a  census.  There  may  be  a 
great  deal  more  information  on  that  than  I  read  about, 
but  I  do  not  think  we  get  a  true  measure  of  employment 
and  unemployment  just  on  individual  employment  statis- 
tics. At  least  as  far  as  1  know  on  the  Hill,  we  do  not 
seem  to  have  an  adequate  awareness   of  the  potential. 

Now,  that  leads  to  a  very  fundamental  political 
problem,  and  we  are  really  talking  about  politics, 
making  policy  in  the  end.  We  in  the  Joint  Economic 
Committee  are  not  arguing  about  policy  issues.  We  are 
arguing  about  factual  issues,  and  we  do  not  have  the 
facts . 

I  do  not  want  to  harken  back  to  the  past,  but  when 
I  first  went  on  that  Coimnittee  more  than  25  years  ago, 
or  about  25  years  ago,  we  sort  of  stipulated  what  the 
issues  were,  what  the  facts  were,  and  then  proceeded  to 
have  awful  fights  about  the  issues. 

I  do  not  exactly  know  how  we  have  gotten  so  far 
out  of  touch  with  the  facts,  but  the  major  argument 
that  we  are  having  today  is  over  a  percentage.  What  is 
unemployment?    What  is  full  employment? 

Now,  I  just  think  that  we  have  got  to  get  beyond 
that  or  we  cannot  deal  effectively  with  the  policy  of 
dealing  with  unemployment  and  full  employment.  I  do 
not  know  how  you  go  about  doing  that.  I  have  no 
answer. 

I  just  know  that  unless  the  policymakers  have  some 
kind  of  a  factual  base  from  which  to  work  that  the 
arguments  are  a  waste  of  time.  The  right-wing  Repub- 
lican and  the  moderate  to  left-wing  Democrat,  they  are 
just  shooting  over  each  others*  heads;  they  are  not 
talking  about  the  same  thing. 

Now,  that  is  something  that  is  talked  about.  Two 
other  things  are  not.  One  was  mentioned  briefly  in 
that  organization  meeting  and  that  is  the  other 
economy.  Everybody  has  a  different  name  for  it.  Some 
of  it  obviously  is  illegal.  I  do  not  know  what  you 
want  to  call  those  economies,  but  they  are  there,  and  I 
suspect  there  is  one  that  is  probably  semi-legal  and  I 
suspect    that    the    5    million   people    that   the  census 
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thought  they  missed  in  the  last  census  were  probably 
largely  involved  in  that  economy. 

And  if  we  do  not  know  who  they  are  and  where  they 
are,  I  do  not  know  how  we  are  going  to  deal  realis- 
tically with  one  of  our  objectives,  which  is  the  prob- 
lem of  poverty,  because,  at  least  in  my  district,  I 
strongly  suspect  that  a  good  many  of  those  people  that 
were  missed  are  blacks  and  whites  in  the  central  city 
that  are  very  hard  to  find,  even  if  you  walk  the 
streets.    The  census  people  did  not  find  them. 

And  I  think  we  have  to  deal  with  that.  I  gather 
that  that  is  a  more  prevalent  thing  in  some  European 
countries  than  we  are  familiar  with,  although  1  have 
not  had  a  chance  to  read  the  literature. 

Then,  there  is  a  third  thing — and  1  am  sure  there 
are  many  that  I  have  missed — that  is  sort  of  taboo 
because  it  is  politically  firey,  at  least  taboo  to 
policymakers  and  we  come  up  with  the  most  peculiar 
solutions  when  we  come  up  with  solutions  at  all.  And 
that,  of  course,  is  aliens,  legal  and  illegal. 

And  that  links  in  with  a  whole  series  of  foreign 
policy  problems  that  I  do  not  have  the  vaguest  inten- 
tion of  starting  to  go  into  here,  some  immediate  and 
close  and  some  distant  and  very,  very  painful  and  com- 
plicated. 

But  if  we  do  not  face  that  situation  in  some  kind 
of  a  realistic  way,  I  do  not  see  how  we  can  deal  with 
the  total  overall  problem  of  employment  and  unemploy- 
ment. And  all  of  these  things  are  obvious.  I  do  not 
have   any   answers.      I    do   know   that   we  need  answers. 

And  then  there  is  one  more  and  I  will  stop,  and  I 
think  this  has  been  a  subject  of  so  much  controversy 
that  I  hardly  need  more  than  to  say  it.  What  is 
poverty?  Who  is  poor?  I  think  it  is  a  controversy 
that  has  to  not  be  resolved  but  put  in  some  kind  of  a 
perspective  that  is  accepted.  1  do  not  mean  accepted 
in  total  or  accepted  by  everybody,  but  I  think  we  have 
to  try  to  get  some  kind  of  an  acceptance  of  what  this 
year's    or   next   year's   American  level  of  decency  is. 

And  I  know  that  sounds  a  little  bit  like  a 
political  speech,  but  unless  you  can  get  the  conser- 
vative   segments    of   the    society   to   at   least  in  part 
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support  social  programs,  at  least  accept  them,  they  do 
not  over  time,  in  my  opinion,  work  very  well. 

Social  security  has  been  mostly  accepted.  It  was 
not  in  the  beginning.  I  think  by  and  large  it  has  been 
a  success  and,  although  it  is  contested  occasionally  by 
occasional  candidates,  it  is  different  from  the  poverty 
program. 

There  are  other  illustrations  and  maybe  I  am 
entirely  wrong  in  my  view  of  how  the  American  society 
and  economy  works  and  I  will  not  bore  you  with  my  own 
particular  philosophy  on  it  very  long,  but  I  do  think 
there  has  to  be  some  acceptance. 

I  think  the  mistakes  that  legislators  and  policy- 
makers sometimes  make  is  to  think  that  if  they  win  a 
battle,  they  have  won  a  war  over  a  social  program. 
And,  in  fact,  all  they  have  done  is  perpetuate  the  war 
and  set  up,  perhaps,  the  situation  that  will  cause  them 
to  lose  the  battle. 

And  I  think  it  is  intolerable  that  we  really  do 
not  know  where  the  poverty  is ,  the  things  I  have  men- 
tioned, aliens,  the  other  economy--in  full--we  do  not 
fully  know.  And  we  have  not  come  to  some  kind  of  an 
acceptance  of  the  notion  of  what  is  enough. 

Now,  I  will  give  you  one  illustration.  I  had  a 
good  deal  to  do  with  the  passage  of  the  early  civil 
rights  bills,  without  which  there  would  not  have  been 
later  civil  rights  bills,  for  reasons  that  will  be 
obvious  to  some  of  you.  The  only  way  on  earth  that  we 
could  pass  those  was  to  begin  with  a  proposition  that 
was  not  de  minimis  —  it  was  terribly  important;  it  had 
to  do  with  voting--but  that  could  be  sold  to  honorable 
conservatives . 

And  I  think  we  have  to  approach  some  of  these 
problems  that  you  face  in  terms  of  developing  a  factual 
base  from  that  point  of  view  and  that  is  why  I  think 
that  these  three  or  four  things  that  I  have  mentioned 
are  so  important.  And  I  am  sure  I  have  been  totally 
unhelpful,  but  1  have  at  least  had  an  opportunity  in  a 
useful  forum  to  say  some  things  that  1  think  are  impor- 
tant. 


CHAIRMAN    LEVITAN:      Thank   you,    Mr.    Boiling.  I 
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think,  since  we  have  all  appeared  on  the  other  side  of 
the  table  from  you,  maybe  we  can  get  a  chance  to  repay 
you  now. 

MR.  BOLLING:    You  have  full  opportunity. 
CHAIRMAN  LEVITAN:     Thank  you,  Mr.  Boiling. 

MR.  MOSKOW:  Yes  I  would  like  to  ask  a  question. 
Focusing  on  your  point  about  facts,  of  course,  one  of 
the  problems  in  looking  at  statistics  is  that  everyone 
wants  more.  There  is  almost  like  an  infinite  demand 
for  more  labor  force  statistics,  and  I  think  with  good 
reason  because  they  serve  an  important  purpose. 

But  one  of  our  problems  is  going  to  be  to  adjust 
the  priorities  as  to  where  we  would  recommend  resources 
be  allocated,  what  the  most  important  factual  needs 
are.  And  one  of  the  areas  that  has  been  discussed  a 
great  deal  is,  of  course,  the  need  for  additional  and 
improved     local    and    state    unemployment  statistics. 

Now,  I  wonder  if  you  would  want  to  say  a  few  words 
about  that  and  how  high  a  priority  you  would  place  on 
that  area  in  terms  of  the  allocation  of  future 
resources . 

MR.  BOLLING:  Well,  I  started  to  include  a  part  of 
that  question  in  my  own  opening  statement  and  I  decided 
not  to  because  I  did  not  think  it  was  really  sort  of 
fair  to  throw  that  one  in  too. 

I  am  not  at  all  sure,  as  1  think  about  it — it  may 
be  permanently  fixed--but  I  am  not  at  all  sure  that  the 
policymakers  have  been  entirely  wise  in  using  that 
device.  But,  not  to  avoid  your  question,  merely  to 
raise  the  fact  that  I  am  not  sure  that  it  is  wise  to 
have  that  particular  set  of  tools  in  action. 

I  do  not  believe  in  mechanistic  approaches  very 
much  because  I  have  never  really  seen  them  work  very 
well  in  my  own  experience.  Of  course,  I  may  be  wholly 
wrong. 

But  leaving  that  and  accepting  the  situation, 
clearly  we  are  not  going  to  be  able  to  make  the  trigger 
mechanisms  that  we  have  in  some  of  these  laws.     And  I 


studied  the  enormous  amount  of  money  that  is  involved 
and  started  to  talk  about  that  too. 

Unless  we  have  better  local  figures--an  ability  to 
come  up  with  more  precise  and  accurate  and  unarguable 
local  numbers--and  that  means  that  they  must  have  given 
the  present  situation  considerable  priority-because 
what  we  now  have  is  a  system  that  almost  inevitably 
makes  a  political  issue  every  time  an  automatic  func- 
tion takes  place  because  the  ones  that  did  not  get  more 
than  what  they  think  they  should  have  complain  that 
they  did  not  get  enough,  and  nobody  is  really  in  a  very 
good  position. 

So,  what  you  are  doing  again  in  the  system  that  I 
question  is  you  are  just  setting  up  more  and  more  con- 
flict instead  of  getting  more  and  more  resolution.  So, 
I  think  there  has  to  be  a  very  high  priority,  given  the 
use  of  that  sort  of  mindless  approach,  nonselective 
approach. 

CHAIRMAN  LEVITAN:     Mr.  Carlson? 

MR.  CARLSON:  Your  fourth  point,  dealing  with  an 
acceptable  definition,  at  least  a  minimum  definition 
that  there  tends  to  be  a  great  number  of  people  that 
would  be  supported  on  poverty,  could  you  get  us  a 
little  better  feel  of  what  you  mean?  We  do  have 
poverty  definitions  now  based  on  a  nutritious  but  low- 
cost  diet  and  then  some  multiple  of  that  gives  us  our 
definition  of  poverty  that  we  have  now,  and  that  gives 
us  what?  Around  $6,000  for  a  family  of  four,  in  that 
range,  plus  or  minus  $500. 

Are  you  thinking  of  a  much  more  detailed  defini- 
tion, or  multiple  definitions  or  what? 

MR.  BOILING:  I  am  thinking  of  a  variety  of 
definitions  because  I  think  any  figure  is  bound  to  be 
inaccurate,  untrue.  I  have  the  good  fortune  to  have 
been  born  in  the  City  of  New  York,  growing  up  in  north 
Alabama  in  the  depression.  I  worked  in  the  far  west; 
my  mother  was  from  Wisconsin,  and  I  represent  Missouri. 

So,  I  have  absolutely  no  illusions  about  the 
variety  that  exists  in  this  country.    To  make  the  point 
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very  clear,  I  have  said--and  nobody  has  successfully 
contradicted  me,  at  least  to  my  satisf action--that 
there  is  a  greater  difference  between  the  regions  of 
the  United  States  than  there  is  between  France  and 
Germany,  and  I  am  aware  that  they  have  different 
languages . 

I  do  not  know  how  in  the  devil  you  can  come  up 
with  a  figure  like  $6,000.  1  do  not  know  how  you  can 
get  to  regionalism,  but  I  do  know  that  1  do  not  find 
that  satisfactory. 

One  of  the  things  that  bothers  me--I  was  born  in 
New  York--and  my  automatic  reaction  to  the  problems  in 
New  York  was  that  the  federal  government  could  let  New 
York  go  under.  That  did  not  mean  we  shouldn't  put  some 
strings  on  our  aid--but  one  of  their  dilemmas  up  there, 
as  was  rather  articulately  stated  by  a  former  Post 
reporter,  who  is  now  a  freelancer  in  New  York  whose 
name  I  have  forgotten,  a  woman--what  is  happening  in 
New  York  is  killing  the  little  people,  not  the  well 
off. 

That  is  because  they  have  such  an  incredibly  high 
cost.  Now,  I  do  not  know  how  you  come  up  with  one 
figure.  I  am  really  talking  about  regionalism  and 
taking  into  account  a  variety  of  other  things 
including--!  am  perfectly  willing  to  go  to  the  point  of 
trying  to  figure  out  what  family  income  is,  but  I  do 
not  know  how  to  do  it. 

I  am  not  very  helpful. 

CHAIRMAN  LEVITAN:  You  suggest,  as  I  understand 
it,  that  a  trigger  mechanism  for  fund  allocation  cannot 
operate  because  we  do  not  have  proper  local  data.  I 
agree  with  you  about  the  paucity  of  local  data,  but 
isn't  it  true  that  it  is  a  question  of  political 
realities? 

Because,  as  I  understand  it,  right  now  as  Congress 
is  considering  CETA,  we  have  lots  of  numbers.  BLS,  and 
the  Employment  and  Training  Administration  are  bringing 
up  all  sorts  of  simulations,  and  I  think  Congress  is 
acting  in  a  very  sophisticated  manner.  They  look  at 
what  the  numbers  say  and  they  look  at  "how  would  that 
help  my  state  or  district  most?"    And  that 
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is  the  best  number. 

So,  is  it  a  question  of  lack  of  numbers  or  is  it  a 
question  of  the  way  Congress  operates?  And  I  do  not 
know  how  to  change  Congress. 

MR.  BOILING:  Well,  I  do  not  either.  I,  as  you 
know,   have   spent  a   lot  of   time   trying  to   change  it. 

CHAIRMAN  LEVITAN:     You  have  done  all  right. 

MR.  BOILING:  With  some  success  and  some  failure. 
But  I  think  that  is  right;  I  think  that  is  valid  up  to 
a  point,  but  I  do  know--and  perhaps  I  am  picking  out 
too  many  individual  cases.  The  political  process  oper- 
ates like  every  other  one.     Part  of  it  is  trust. 

Now,  some  of  the  people  that  I  trust  feel  very 
strongly  that  some  of  the  local  figures  are  not 
accurate  rather  than  not  favorable.  Now  I  have  to  tell 
you  that  I  have  not  had  the  opportunity  to  go  behind 
their  complaints  in  detail,  and  I  cannot  pretend  that  I 
get  to  validate  everything  that  I  think  by  a  complete 
research  program. 

But  my  impression  is  that  there  are  some  people 
who  feel,  that  I  trust--and  that  does  not  necessarily 
mean  that  they  are  just  Democrats--f eel  that  they  are 
not  getting  a  fair  shake  out  of  the  figures  because  the 
figures  are  not  precise  enough. 

Now,  I  am  not  in  a  position  to  argue  with  you 
about  that,  Mr.  Chairman,  because  you  know  a  great  deal 
more  about  this  particular  thing  than  I  do. 

CHAIRMAN  lEVITAN:  But,  Mr.  Boiling,  is  it  realis- 
tic for  Congress  to  ask  BIS  to  determine  unemployment 
in  6,000  small  areas?  BIS  or  Census  cannot  prevent 
Congress  from  requiring  the  data.  Again  the  fault 
comes  back  to  you  in  Congress. 

MR.  BOILING:  But  don't  forget  what  I  said  at  the 
beginning  that  I  almost  included  a  very  serious  ques- 
tion of  whether  that  type  of  trigger  mechanism  made 
sense,  in  my  opening  statement.  And  I  have  a  very 
serious  question  about  that. 
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MR.  POPKIN:     Is  that  within  our  scope? 

MR.  ROLLING:     Well,  I  am  not  sure  it  is. 

MR.  POPKIN:  No,  I  asked  because  it  is  something 
that  I  have  started  to  think  about  when  we  look  at  the 
data.     I  am  asking  my  boss  here,  Sar. 

CHAIRMAN  LEVITAN:     Yes,  it  is. 

MR.  POPKIN:  Are  we  to  be  considering  whether  or 
not  it  makes  sense  to  even  talk  about  unemployment  rate 
by  Congressional  district  or  by  small  areas  when  you 
have  so  much  commuting? 

CHAIRMAN  LEVITAN:  It  is  within  our  scope.  I  will 
give  you  the  chapter  and  verse  later. 

MR.  POPKIN:  No,  I  did  not  mean  to  be  critical. 
This  is  a  very  important  issue,  and  I  did  not  know  

MR.  ROLLING:  I  understand  what  I  am  raising  too, 
and  I  am  doing  it  on  purpose.  I  understand  I  am  asking 
you  to  add  to  the  difficulty  of  your  task  and  you  may 
decide  not  to  because  it  really  is  our  rabbit.  But 
this  is  an  opportunity  to  get  some  people  to  look  at 
it,  who  may  look  at  it  in  a  slightly  different  way  than 
we  do. 

CHAIRMAN  LEVITAN:  I  can  promise  you,  Mr.  Boiling, 
that  we  are  not  going  to  avoid  the  difficult  problems, 
which  was  your  first  sentence,  but  I  can  also  promise 
you  that  we  will  not  know  the  answers  to  some  of  the 
questions . 

MR.  BOLLING:  Well,  of  course.  I  am  not  asking 
for  perfection,  for  heaven's  sake. 

MR.  CARLSON:  May  I  just  pick  up  on  that. 
Politically  to  trigger  the  funds  into  certain  areas, 
can  you  have  the  trigger  so  general  that  it  would  be  on 
major  substate  regions  as  opposed  to  6,000  communities, 
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so  you  may  be  talking  about  250  or  300  breakdowns,  or 
maybe  just  by  state? 

MR.  BOILING:  All  right,  let  me  appear  not  to 
answer  that  question  but  to  answer  it.  I  have  been  in 
Congress  quite  a  while  and  under  a  bunch  of  adminis- 
trations and  I  have  found  that  the  rules  and  regula- 
tions could  be  administered  in  ways  that  tended  to  be 
more  objective  rather  than  less  objective.  And  they 
could  be  administered  in  the  reverse,  regardless  of 
what  they  were. 

And  usually  there  was  some  device  used  to  make  it 
possible  to  appear  to  be  fair.  That  leads  me  to  a 
negative,  which  comes  out  positive,  if  I  may  sound  very 
strange.  That  leads  me  to  believe  that  in  the  end,  it 
is  the  quality  of  administration,  the  way  in  which 
matters  are  administered,  that  determines  how  these 
programs  work  in  terms  of  their  ultimate  purpose  which 
is   to   reach  certain  people,    certain  kinds   of  people. 

And  if  that  conclusion  is  correct,  if  the  manipu- 
lation of  the  political  process  in  our  system  is  too 
great,  then  I  find  myself  coming  back  to  the  notion 
that  it  is  better  to  use  the  nonmechanistic  device  of 
good  administration  rather  than  the  pseudo-objective 
mechanistic  device. 

MR.  CARLSON:  But  that  puts  a  lot  of  burden  on  the 
Civil  Service  to   

MR.  BOLLING:    Of  course,  it  does. 

MR.  CARLSON:  — -  and  they  will  be  criticized  by 
those  that  do  not  happen  to  like  the  direction  it 
went  

MR.  BOLLING:    That  is  correct. 

MR.    CARLSON:    as    opposed   to    the  mechanism 

being  criticized  or  the  Congress  being  criticized  for 
having  set  up  the  allocation  according  to  a  mechanism. 


MR.  BOLLING:    Well,  the  Congress  is  almost 
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unbelievably  capable  of  evading  criticism  in  individual 
terms.  The  institutions  are  criticized  and  regularly, 
but  the  members  generally  succeed  in  keeping  themselves 
popular.  So,  again,  through  a  negative  I  arrive  at  a 
positive  and  go  for  good  administration. 

That  is  one  of  the  reasons  why  I  support  something 
that  has  nothing  to  do  with  this,  that  has  to  do  with 
Civil  Service  reform,  so  that  we  can  have  better 
administration. 

But  what  I  am  saying  is:  I  do  not  think  you  can 
escape  the  administration. 

MR.  CARLSON:  Don't  you  really  shift  the  need  for 
data  away  from  the  Congress  to  the  Civil  Service  who 
must  then  have  the  data? 

MR.  BOILING:  Yes. 

MR.  CARLSON:    But  the  data  is  still  needed. 

MR.  BOLLING:  That  is  deliberate.  I  think  we  are 
more  skillful  at  evading  the  meaning  of  data  than  most. 

CHAIRMAN  LEVITAN:  But  aren't  you  also  very  skill- 
ful in  not  providing  the  wherewithal  to  collect  the 
numbers?  Congress  passed  laws  which  appropriated 
billions  of  dollars  without  worrying  about  data.  It 
may  be  a  good  slogan,  billions  for  the  unemployed  and 
not  a  penny  for  the  bureaucrats.  By  doing  that,  aren't 
you  giving  the  bureaucrats  or  the  officials  the  power 
to  make  policy  because  by  allocating  the  funds  on  very 
flimsy  data,  they  make  the  policy  rather  than  Congress? 

MR.  BOLLING:  Well,  I  would  like  to  be  a  little 
bit  more  honest  about  it,  a  little  more  accurate  about 
it  so  people  understood  what  was  going  on  instead  of 
our  pretending  to  do  something  that  I  agree  with  you  we 
are  not  really  doing. 

That  is  why  in  the  beginning  I  questioned  the 
technique. 

CHAIRMAN  LEVITAN:    How  does  one  carry  that  message 
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to  the  other  534  members? 

MR.  BOILING:  About  the  same  way  I  have  been 
trying  to  carry  other  messages,  just  by  working  at  it. 
And  I  am  not  suggesting  that--I  want  to  be  very  careful 
about  this  without  appearing  to  suggest  that  you  should 
not  assume  all  the  burdens  that  make  reasonable  sense-- 
but  I  am  suggesting  that  this  be  the  prime  burden  of 
your  message.  I  am  just  trying  to  say  that  I  think  it 
is  something  that  has  to  be  somewhere  in  any  considera- 
tion of  the  problem. 

MR.  CARLSON:  But  then  in  a  sense  you  are  really 
saying  the  data  needs,  at  least  in  the  great  detail 
that  people  have  suggested,  fall  on  the  Civil  Service 
under  your  ideal  arrangement  as  opposed  to  the  Congress 
itself,  but  it  is  still  needed. 

MR.  BOLLING:  Right — in  the  sense  you  are  perfect- 
ly accurate  under  my  ideal  arrangement,  but  that  is  not 
what  we  have.  I  am  trying  to  present  alternatives  as  I 
see  them  and  I  think  they  are  real  alternatives,  I 
happen  to  think,  and  I  am  not  sure  that  this  would  be 
very  popular  in  Congress,  that  it  would  be  better  if  we 
worked  harder  at  getting  good  administration  and  con- 
cerned ourselves  less  with  pretending  that  we  were 
precisely  allocating  funds.  Maybe  that  is  too  cruel  a 
way  to  speak  of  my  institution. 

MR.  CARLSON:  Well,  if  you  have  a  problem  on  the 
next  level  below  you  and  say  that  it  is  a  Presidential 
appointee  who  is  there  for  an  average  of  22  months  and 
you  cannot  expect  a  long-sighted  view-generally  a 
short-sighted  view--so  you  are  really  pushing  it  down 
further  into  the  Civil  Service. 

MR.  BOLLING:  We  are  going  to  have  an  argument  on 
that.  I  do  not  agree  with  that.  I  believe  a  person 
can  come  in  at  the  political  level  with  a  minimum  of 
professional  background  and  using  competent  assistance 
be  a  very  competent  administrator. 

I   do  not  intend  to  use  names,  but  I  think  I  can 
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cite  people  who  are  far  from  expert  in  their  field  in 
both  administrations,  in  the  recent  administrations, 
who  have  come  in  and  have  been  enormously  effective. 
And  I  think  I  can  cite  people  who  were  perhaps  even 
more  successful  in  their  previous  careers  who  came  in 
and  had  all  of  the  facilities  that  the  other  people  did 
and  who  were  not  worth  a  damn. 

So,  I  am  not  prepared  to  forgive  the  political 
appointee . 

MR.  CARLSON:  From  our  standpoint,  if  I  were 
designing  a  data  system  for  decisionmakers,  I  think  it 
would  be  different  for  the  civil  servant  than  the 
Presidential  appointee  or  the  Congress,  and  that  is  why 
who  the  decisionmaker  is  becomes  somewhat  important  as 
to  what  the  data  system  should  be.  That  is  why  I  am 
asking  the  question. 

MR.  BOILING:  Well,  I  do  not  really-I  think  we 
have  to  have  some  common  data  base  that  is  made  under- 
standable to  all,   but   I   am  not  going  to  argue  that. 

CHAIRMAN  LEVITAN:  Mr.  Moskow,  do  you  want  to  join 
to  defend  the  political  appointees? 

MR.  MOSKOW:     Certainly  not. 

CHAIRMAN  LEVITAN:  Well,  thank  you  very,  very 
much,  Mr.  Boiling,  and  I  hope  you  come  back  to  advise 
us  frequently  and  soon. 

MR.  BOLLING:     I  intend  to  participate. 

CHAIRMAN  LEVITAN:    Thank  you  very  much. 

MR.  BOLLING:    Thank  you,  sir. 

CHAIRMAN  LEVITAN:  Our  next  witnesses  are  three 
gentlemen  from  the  American  Enterprise  Institute  who 
have  been  on  the  other  side  of  the  street,  in  the 
Executive  Branch,  quite  recently,  but  not  today.  Dr. 
Fellner,  Dr.  Kosters,  and  Dr.  Stein. 
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You  have  a  joint  statement  that  you  have  prepared 
for  the  Commission.  I  will  let  you  decide  in  which 
order  you  want  to  proceed  and  how  you  want  to  present 
it  in  your  statement. 

STATEMENT  OF  WILLIAM  FELLNER,  MARVIN  KOSTERS, 
AND  HERBERT  STEIN,  THE  AMERICAN  ENTERPRISE 
INSTITUTE  FOR  PUBLIC  POLICY  RESEARCH 

Mr.  Chairman  and  Members  of  the  Commission,  we 
welcome  this  opportunity  to  appear  before  the  Commis- 
sion and  present  our  views.  We  would  like  to  note  that 
the  views  expressed  in  this  statement  are  our  own  and 
do  not  necessarily  reflect  the  views  of  the  staff, 
advisory  panels,  officers  or  trustees  of  the  American 
Enterprise    Institute    with    which    we    are  affiliated. 

We  are  pleased  that  a  National  Commission  on 
Employment  and  Unemployment  Statistics  has  been  estab- 
lished, and  we  believe  that  periodic  examination  of  the 
procedures,  concepts  and  methodology  involved  in  con- 
structing our  employment,  labor  force,  and  unemployment 
statistics  can  play  a  constructive  role. 

We  are  also  very  much  in  accord  with  a  process  you 
are  following  of  commissioning  careful  analyses  and 
conducting  a  thorough  examination  of  all  of  the  issues 
surrounding  these  statistics.  The  unemployment  data 
receive  a  great  deal  of  public  attention,  and  advice 
and  suggestions  on  approaches  to  improving  them  should 
be  based  on  a  comprehensive  assessment  of  the  issues. 

In  our  statement,  we  would  like  to  summarize 
briefly  a  number  of  points  that  we  believe  the  Commis- 
sion should  keep  in  mind  in  its  deliberations.  In  some 
of  these  points,  principles  that  we  consider  to  be 
essential  to  maintaining  reliable  and  comprehensive 
measures  of  labor  market  conditions  are  outlined.  In 
others,  approaches  that  we  think  merit  exploration  are 
put  forward. 

The  concepts  of  employment,  unemployment  and  labor 
force  status  are  the  central  elements  in  the  labor 
market  statistics  gathered  through  the  Current  Popula- 
tion Survey.  The  main  focus  of  the  analyses  and  of 
approaches    to    improving   the   statistics    should   be  on 
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sharpening  these  distinctions  and  clarifying  interpre- 
tations of  these  categories  rather  than  on  signifi- 
cantly or  fundamentally  altering  the  basis  for  col- 
lecting and  presenting  these  data. 

There  are  several  reasons  for  this  proposition. 
First,  as  we  have  noted,  these  data  receive  wide  public 
attention  and  the  concepts  that  have  been  in  use  for 
most  of  the  last  40  years  are  generally  understood  by 
the  public  as  representing  labor  force  and  job  status. 

Second,  it  is  important  to  maintain  a  basic  con- 
tinuity in  these  data  and  concepts,  both  from  the  point 
of  view  of  public  understanding  and  from  the  point  of 
view  of  analytic  uses  of  these  data. 

Third,  an  attempt  to  transform  the  current  unem- 
ployment statistics  into  a  welfare-oriented  index  would 
be  ill-advised,  because  such  an  index  could  not  be  used 
to  adequately  reflect  either  labor  market  conditions  or 
the  overall  income  and  well-being  of  citizens  and 
families . 

We  should  adhere  to  the  common  sense  notion  that  a 
person  who  has  a  job  should  not  be  called  "unemployed." 
It  would  be  a  serious  mistake,  in  our  view,  to  move 
toward  attempting  to  encompass  measures  of  welfare  and 
job  status  in  a  single  index. 

At  the  same  time,  we  believe  that  an  effort  should 
be  made  to  develop  income  and  welfare  measures  that  can 
be  related  to  the  statistics  on  labor  force  and  employ- 
ment status  and  that  can  supplement  these  data  and 
facilitate  better  interpretation. 

For  example,  information  on  what,  if  any,  other 
income  is  received  by  families  in  which  a  member  is 
unemployed  would  be  extremely  useful.  Both  the  amount 
and  the  sources  of  other  income  would  be  valuable 
information,  such  as,  for  example,  whether  the  family 
member  unemployed  is  receiving  unemployment  compensa- 
tion. 

Information  on  household  income  would  also  be 
useful  for  assessing  the  welfare  implications  for 
certain  groups  of  workers,  such  as  teenagers,  of  rela- 
tively low-wage  jobs  that  may  provide  valuable  work 
experience  and  opportunities  for  advancement. 

Another   area    in  which  opportunities   for  supple- 
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meriting  current  information  to  improve  our  ability  to 
interpret  labor  force,  employment,  and  unemployment 
patterns  should  be  explored  is  the  general  area  of 
prior  work  experience. 

Additional  supplementary  information,  (1)  for  both 
the  employed  and  the  unemployed  on  the  length  of  the 
period  of  current  or  prior  employment,  and  (2)  for  the 
employed  whether  job  changes  occurred  without  an  inter- 
vening period  of  unemployment,  could  improve  our  under- 
standing of  changes  in  jobs  and  employment  status, 
duration  of  unemployment,  and  the  timing  of  periodic 
labor  market  entry  on  the  part  of  intermittent  workers. 

Additional  information  on  wage  or  salary  rates 
would  be  valuable  both  for  the  employed  and  unemployed. 
For  the  unemployed,  data  (1)  on  reservation  wages,  (2) 
on  possible  rejected  job  offers  along  with  the  wage 
that  these  offers  entailed,  and  (3)  on  wages  during 
prior  periods  of  employment  would  be  valuable  for  the 
interpretation  of  labor  market  conditions  and  job 
availability. 

We  recognize,  of  course,  that  wages  are  only  one 
element  in  conditions  of  employment.  Our  emphasis  on 
exploring  possibilities  for  enrichment  of  the  data 
along  these  lines  flows  from  the  proposition  that  while 
the  distinction  between  being  employed  and  not  being 
employed  is  reasonably  clearcut  and  susceptible  to 
operational  definition,  the  distinction  between  being 
unemployed  and  not  in  the  labor  force  is  more 
ambiguous . 

That  is,  unemployment  is  a  small  fraction  of  those 
not  working,  and  information  that  would  be  helpful  in 
sharpening  the  distinction  between  workers  in  these 
categories  could  be  valuable  in  interpreting  labor 
market  conditions.  Improving  our  understanding  of  the 
relationship  between  unemployment  data  and  wages 
associated  with  job  acceptance  could  contribute  impor- 
tantly to  our  ability  to  interpret  the  unemployment 
statistics  in  terms  of  resources  available  for  utiliza- 
tion at  prevailing  market  rates. 

Experimental  work  to  explore  the  promise  of 
supplementing  the  statistics  in  the  ways  that  we  have 
outlined  would  not  involve  significant  expansion  of  the 
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resources  currently  devoted  to  this  statistical  pro- 
gram. 

Since  other  approaches  to  expanding  the  statis- 
tical program  may  be  recommended  and  considered  by  the 
Commission,  such  as  increasing  the  sample  size  to 
obtain  additional  demographic  or  area  detail,  we  wish 
to  note  that  we  are  not  recommending  a  major  expansion 
of  this  statistical  program. 

If  tradeoffs  need  to  be  made,  we  recommend  that 
the  Commission  consider  the  approach  of  less  frequent 
surveys  in  any  particular  geographic  area  or  demo- 
graphic group,  while  expanding  the  intensity  of  the 
surveys  in  terms  of  supplementary  information  gathered. 

In  view  of  (1)  the  interest  that  is  frequently 
shown  in  data  for  specific  geographic  areas,  (2)  the 
contribution  that  more  detailed  information  could  make 
to  supplementing  our  understanding  of  unemployment  data 
for  allocation  of  federal  programs  and  funding  support, 
we  recommend  that  the  commission  investigate  the  possi- 
bility of  supplementing  our  data  on  unemployment  by 
making  more  use  of  data  collected  by  the  United  States 
Employment  Service. 

At  the  present  time,  these  data  consist  mainly  of 
numbers  of  workers  receiving  unemployment  compensation 
or  filing  new  claims.  Collection  of  more  detailed 
information  on  industry  of  last  employment,  wages,  and 
demographic  characteristics,  along  with  information  on 
other  registrants  at  the  Employment  Service,  could 
vastly  expand  our  information  on  unemployment  collected 
from  a  different  and  independent  source.  These  data 
have  the  merit  of  representing  an  entire  universe 
instead  of  being  sample  based,  they  are  subject  to 
confirmation  by  employers,  and  they  could  help  to 
satisfy  demands  for  more  local  area  detail. 

In  conclusion,  we  want  to  express  the  hope  that 
the  Conmiission  will  develop  a  specific  and  candid 
report  concerning  the  significance  and  interpretation 
of  our  employment,  unemployment,  and  labor  force 
statistics.  The  report  of  the  Commission  can  con- 
tribute to  better  public  understanding  of  the  meaning 
and  limitations  of  these  data  and  point  to  constructive 
directions   in  which  they  might  be  improved  to  further 
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enhance  their  usefulness. 

Thank  you  for  this  opportunity  to  appear  before 
you  and  express  our  views.  We  would  be  happy  to 
elaborate  further  on  any  of  the  points  we  have  outlined 
or  to  discuss  other  issues  that  you  might  wish  to 
raise . 

CHAIRMAN  LEVITAN:  If  I  might,  I  had  the  privilege 
of  reading  your  statement  last  night,  and  a  few  ques- 
tions came  to  my  mind  as  I  read  it.  On  page  two  of  your 
statement   

DR.  FELLNER:    Page  which? 

CHAIRMAN  LEVITAN:  On  page  two--and  you,  Dr.  Stein, 
repeated  that  point  and  emphasized  it--you  say  that  you 
do  not  want  any  fundamental  altering  of  the  basis  for 
collecting  and  presenting  these  data.  Does  that  mean 
that  you  do  not  want  any  changes  in  the  definitions  of 
the  current  usage  that  we  have  adopted  some  40  years 
ago? 

DR.  STEIN:  Well,  of  course,  if  you  say  that  we  do 
not  want  any,  that  is  an  extreme  position.  But  I  think 
that  we  do  want  to  keep  to  the  meaning  of  these  terms 
as  they  are  generally  understood.  I  would  not  say  that 
going  from  an  age  cutoff  of  16  to  17,  in  my  mind,  is  a 
radical  change  in  the  meaning  of  these  terms. 

But  to  say  that  we  are  going  to  include  as  unem- 
ployed people  who  are  working  would  be  a  radical 
change.  So,  we  would  like  to  keep  the  concepts  stable 
and  if  there  are  new  things  that  we  want  to  measure,  we 
should  recognize  that  they  are  new  things  and  give  them 
their  own  names. 

I  guess  what  I  am  saying  is  that  we  should  try  to 
call  things  by  their  right  names. 

CHAIRMAN  LEVITAN:  Well,  we  will  get  to  the  hard- 
ship index  a  little  later,  if  that  is  what  you  are 
referring  to.  My  inquiry  referred  to  the  several 
reasons  you  offer  for  not  altering  the  collection  and 
presentation  of  data. 
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The  first  one,  we  know  what  the  figures  mean. 
Let's  be  specific.  Would  you  want  to  consider--you  do 
not  have  to  give  a  definitive  answer  right  now-- 16  and 
17  year  olds?  Ninety  percent  of  them  are  in  school  and 
might  not  be  considered  as  part  of  the  labor  force  if 
they  look  for  only  a  few  hours  of  work. 

Would  you  possibly  consider  that  this  is  a  change 
in  our  economy,  in  the  way  people  behave,  and  therefore 
the  same  way  as  the  BLS  excluded  in  1967  the  counting 
of  14  and  15  year  olds?  As  you  know,  in  earlier  decen- 
nial censuses  they  counted  10  year  olds  as  gainfully 
employed. 

Is   it  possibly  time  now  to  change  to  16  and  17? 

DR.  FELLNER:  I  would  like  to  have  the  informa- 
tion, Mr.  Chairman,  which  you  are  describing  here  hypo- 
thetically  or  realistically.  1  would  not  like  to  see 
the  unemployment  concept  changed  for  that  reason.  I 
would  like  to  have  the  information.  I  would  like  to 
have  many  other  pieces  of  information  along  with  the 
number. 

Change  is  very  disturbing--major  changes.  I  think 
that  even  the  1967  and  1970  changes  in  the  question- 
naire are  disturbing  if  you  try  to  engage  in  any  kind 
of  — 

CHAIRMAN  LEVITAN:  All  right.  Dr.  Fellner,  let's 
go  then  to  the  concept  of  continuity.  We  count  the 
military  outside  the  labor  force.  In  1973,  we  changed 
to  a  voluntary  armed  force.  Now  the  armed  forces  are 
competing  with  private  employers  for  the  same  young- 
sters. Do  you  think  that  continuity  is  necessary 
there,  or  does  continuity  possibly  not  reflect  reality 
any  , mo  re  and,   therefore,    there   is   room  for  a  change? 

DR.  FELLNER:  That,  of  course,  is  a  very  well-put 
question,  Mr.  Chairman,  but  there  I  think  continuity 
has  been  destroyed  by  events.  So,  it  is  arbitrary  how 
you  want  to  pick  it  up,  on  which  side  of  the  adjustment 
you  take  care  of  it.  So,  I  have  no  strong  convictions 
about  that.  Looking  to  the  future,  if  we  believe  that 
military   service    is    likely   to    stay  voluntary,  let's 
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adjust  it  to  what  the  situation  now  is  because  there 
would  be  less  trouble  with  it  if  you  do  that  than  if 
you  adjust  it  in  the  other  direction.  This  depends  on 
a  guess  concerning  the  future. 

So,  there  is  no  good  answer  to  that  question, 
Mr.  Chairman. 

CHAIRMAN  LEVITAN:  Well  — and  I  do  not  want  to  take 
up  too  much  time  on  that- -we  can  go  through  many 
similar  examples.  If  it  is  a  system  that  was  developed 
in  the  great  depression  of  the  1930s,  and  now  you  have 
an  entirely  different  society  and  economy,  isn't  it 
possibly  time  for  an  overhauling  of  the  system  by  which 
we  count  the  current  labor  force? 

And  to  that  extent,  wouldn't  it  possibly  be 
desirable  to  change  the  classification  of  a  lot  of 
marginal  cases?  I  do  not  know  how  total  aggregate 
employment  and  unemployment  would  change.  Given  these 
shifting  factors,  should  continuity  be  a  prime  con- 
sideration? We  are  now  dealing  with  an  old  system,  and 
some  of  the  concepts  and  definitions  may  have  actually 
outlived  their  usefulness. 

Dr.  Rosters? 

DR.  KOSTERS:  I  think  we  should  also  point  out 
that  we  say  in  our  statement  that  we  favor  analyses  and 
approaches  to  improving  the  statistics  that  would 
sharpen  the  distinctions  and  clarify  their  interpreta- 
tion and  so  on.  That  is  to  say,  it  is  not  a  statement 
that  we  are  ruling  all  sorts  of  marginal  changes  in  our 
view. 

You  are  very  much  aware  of  the  discussion  that  has 
gone  on  from  time  to  time  about  under  what  conditions  a 
person  should  be  regarded  as  unemployed,  whether  he 
works  one  hour  or  five,  or  whatever,  the  conditions  for 
answering  the  question  in  such  a  way  that  he  is  placed 
in  the  category  of  being  unemployed--and  there  are  a 
variety  of  such  conditions.  In  some  cases  job  search  is 
a  requirement  and  in  other  cases  it  is  not. 

The  main  point  that  we  are  making  is  that  we  do 
not  favor  basic  and  fundamental  changes  in  the  notion 
of  what  being  unemployed  or  employed  or  in  the  labor 
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force  means,  but,  on  the  borders,  on  the  fringes  of 
these  categories  there  is  always  room  for  making  judg- 
ments, probably  for  sharpening  the  distinctions  that  we 
now  use. 

Now,  in  the  case,  for  example,  of  the  treatment  of 
the  armed  forces,  there  is  in  a  sense  a  discontinuity 
that  would  be  introduced  by  a  difference  in  treatment. 
However,  all  of  the  basic  data  are  there  to  reconstruct 
the  series  in  whatever  way  you  wish,  and  this  is  a 
different  kind  of  discontinuity  than  restructuring  the 
series  in  some  way  that  would  change  very  much  the  way 
we  think  of  a  person  as  being  employed  or  unemployed. 

CHAIRMAN  LEVITAN:  We  will  come  back  to  concepts 
later.  I  see  some  of  my  colleagues  want  to  raise  some 
questions . 

MR.  POPKIN;  Since  the  presentation  was  so  abso- 
lutely clear  and  made  so  much  sense  on  almost  every 
single  point  and  the  one  or  two  places  where  it  was 
fuzzy,  I  assume  that  was  on  purpose,  and  1  would  like 
to  ask:  both  in  the  paper  and  just  now,  you  sort  of 
implied  that  we  should  not  count  persons  with  a  job  as 
unemployed. 

I  had  no  idea  that  anybody  had  ever  suggested 
that,  and  I  wonder  what  you  mean.  Where  has  it  been 
suggested  that  we  count  people  with  jobs  as  unemployed? 

My  boss  here  has  spent  years  saying  that  some 
people  with  jobs  have  hardship,  but  I  do  not  know  any- 
body who  has  ever  said  that  somebody  with  a  job  is 
unemployed,  and  I  am  not  sure  what  you  are  alluding  to. 

DR.  STEIN:  Well,  I  am  very  glad  to  hear  it.  I 
think  that  is  all  we  intend  to  say.  If  nobody  wants  to 
do  it,  well,  let's  not  do  it. 

MS.  WILLS:  Can  you  give  more  information  on  what 
you  do  not  want  changed,  aside  from  not  counting  people 
who  have  jobs  as  unemployed?  This  concern  about  conti- 
nuity, I  hear  about  it  and  I  read  about  it  a  great 
deal.  I  am  constantly  reminded  of  how  I  do  not  want  to 
change  over  to  the  metric  system  myself  because  that  is 
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disturbing  to  me. 

But  aside  from  economic  analysis,  which  I  am  not 
saying  is  unimportant,  I  frankly  think  we  need  a  little 
bit  more  clarification  about  why  the  validity  of  the 
concept  of  continuity  is  so  important,  what  it  is  you 
do  not  want  to  see  changed. 

I  have  not,  as  a  member  of  this  Commission,  heard 
anybody  talk  about,  for  example,  the  hardship  index  as 
being  anything  but  a  hardship  index,  which  is  not  what 
we  are  talking  about  in  terms  of  an  unemployment 
statistic . 

DR.  STEIN:  Well,  I  think  one  aspect  of  the  con- 
cept of  unemployment  which  1  would  not  want  to  see 
changed  is  that  a  person  who  is  to  be  counted  as  unem- 
ployed should  be,  not  only  not  working,  but  he  should 
be  seeking  work.  I  would  not  want  to  include  as  unem- 
ployed a  person  who  is  not  seeking  work. 

Now,  this  issue  comes  up  in  relation  to  the  treat- 
ment of  the  so-called  "discouraged  worker." 

MR.  POPKIN:    Are  there  any  others? 

DR.  STEIN:  Well,  those  are  the  ones  that  occur  to 
me  primarily. 

DR.  KOSTERS:  Well,  there  are  other  matters  that 
are  closely  related  to  that.  There  is,  for  example,  a 
section  in  the  report  on  duration  of  unemployment  and 
there,  I  think,  is  a  fuzzy  area,  in  a  sense,  of  the 
conditions  that  were  supposed  to  have  been  met  by  those 
people  who  were  unemployed,  say,  for  13  weeks  or  26 
weeks . 

That  is,  it  is  not  at  all  clear  that  if  they  were 
interviewed  in  each  of  those  months  during  the  duration 
that  they  would  have  appeared  as  unemployed.  They  may 
or  may  not.  It  is  an  area  where  there  is  considerable 
vagueness.  So  that  if  one  were  to  consider  a  measure 
of  unemployment  that  weighted  by  duration,  it  seems  to 
me  one  also  ought  to  look  very  carefully  toward 
improving  our  information  on  what  that  duration 
included. 
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MR.    POPKIN:     I  am  not  sure  I  understand  what  you 

mean. 

DR.  KOSTERS:  Well,  I  mean  by  that,  for  example, 
for  some  workers  who  are  counted  as  unemployed,  they 
need  to  have  shown  that  they  have  tested  the  market  in 
some  sense.  They  have  looked  for  a  job.  For  others, 
that  is  not  necessary,  such  as  for  people  who  are 
waiting  to  go  to  a  job  within  30  days  and  so  on. 

People  are  asked  also  in  the  survey  how  long  they 
have  been  looking  for  work  or  a  question  to  that 
effect.  Now,  what  is  not  clear  in  many  instances  is 
whether  during  each  of  those  four-week  periods,  what- 
ever the  criteria  for  current  unemployment  status  are, 
that  they  fulfilled  that  job-search,  market-test  kind 
of  criterion.  They  might  have  been  ill.  They  might 
have  been  out  of  the   labor  force   or  they  might  not. 

I  am  not  really  suggesting  that  the  statistics  are 
biased  in  one  way  or  another.  I  am  just  saying  there 
is  a  good  deal  of  imprecision  in  what  we  know  about 
them. 

DR.  FELLNER:  To  the  best  of  our  knowledge,  the 
question  that  is  asked  is:  When  have  you  started 
looking  for  a  job?  And  that  leaves  quite  a  bit  of 
leeway  there  as  to  what  happened  since  his  last  employ- 
ment. 

So  far  as  we  can  figure  out  there  is  no  guarantee 
that  the  statistics  on  reentrants  is  consistent  with 
the  statistics  on  the  duration  of  unemployment.  When 
they  are  testing  whether  a  person  is  reentering,  the 
question  that  is  being  asked  apparently  is:  Why  are 
you  looking  for  a  job?  And  the  answer  is  either 
because  1  left  my  job,  I  lost  my  job,  or,  on  the  other 
hand,  because   

CHAIRMAN  LEVITAN:  You  mean  the  reason  for  not 
looking  for  a  job? 


DR.  FELLNER:  Pardon? 
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CHAIRMAN  LEVITAN:  The  reason  for  not  looking  for 
a  job. 

DR.  FELLNER:     No,  he  is  unemployed. 

CHAIRMAN   LEVITAN:     Oh,   he   is   unemployed,    I  see. 

DR.  FELLNER:  He  is  unemployed,  so  he  is  looking 
for  a  job.  The  question  is:  Is  he  an  entrant  or  a 
reentrant?  Or  was  he  in  the  labor  force  all  the  time 
since  he  left  or  lost  his  last  job?  Now,  it  seems  to 
us  that  the  question,  whether  he  is  an  entrant  or  a 
reentrant,  on  the  one  hand,  or  jobloser  or  leaver,  on 
the  other,  is  at  present  decided  by  asking  him:  Why 
are  you  now  looking  for  a  job? 

Then,  he  may  answer  because  I  lost  my  job,  because 
I  left  my  job,  or  because  I  have  now  decided  to  get 
myself  a  job  or  get  back  into  a  job.  And  that,  of 
course,  need  not  be  consistent  with  the  data  on  the 
duration  of  his  unemployment.  He  may,  for  example, 
truthfully  answer  that  he  is  now  looking  for  a  job 
because  he  left  or  lost  a  job  rather  far  back  in  the 
past,  but  he  nevertheless  should  be  regarded  as  a 
reentrant  if  he  started  looking  for  a  job  only  a  short 
while  ago.  The  answers  concerning  the  reason  for 
looking  for  a  job  and  the  answers  from  which  the  dura- 
tion of  unemployment  is  inferred  may  be  inconsistent 
with  one  another  if  we  understand  the  procedure  cor- 
rectly, and  I  think  that  needs  to  be  looked  into.  And, 
generally  speaking,  what  needs  to  be  looked  into,  I 
think,  is  the  continuity  of  jobseeking  over  the  period, 
since    the    time    when   he    started   looking   for   a  job. 

So,  there  are  a  number  of  things  that  could  be 
sharpened  and  I  think  they  should  be  sharpened.  That 
does  not  mean  that  I  am  deviating  from  the  general 
conception. 

MS.  WILLS:  I  would  like  to  know — on  page  four  you 
pick  up  three  things,  reservation  wages,  more  informa- 
tion on  possible  rejected  job  offers.  Why  is  it  you 
chose  those  three  issues  as  something  we  need  more 
information  on  and  are  opposed  to  other  kinds  of  possi- 
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bilities?  That  is  one  question. 

Secondly,  you  raised  later  in  the  paper  that  if  we 
got  more  information  through  the  Employment  Service 
that  we  would  have  better  coverage  to  expand  our  infor- 
mation base.  Two  things  come  to  my  mind.  Why  hasn't 
that  been  done  before  from  your  perspective  and  what 
will  that  really  buy  us? 

And  my  third  question  and  final  one--we  do  have  to 
deal  with  tradeoffs  obviously,  and  I  think  you  heard 
part  of  the  Congressman's  concerns  just  earlier--we  as 
a  Commission  do  have  to  make  some  recommendations  to 
Congress  about  what  statistics  are  to  be  used  for  the 
allocation  of  funds  and/or  recommend  that  no  statistics 
be  used  to  allocate  funds. 

If  you  assume  for  a  moment  that  we  have  to  deal 
with  the  political  realities  of  Congressman  Boiling  at 
all,  they  are  going  to  need  some  facts.  How  is  it  you 
think  your  recommendations  on  continuity,  these  kinds 
of  information  that  you  are  asking  us,  will  deal  with 
that  political  reality  that  we  have  to  advise  Congress 
on? 

DR.  STEIN:  Well,  I  would  like  to  say  something-- 
Dr.  Fellner  may  also  want  to--on  the  question  about  the 
wages  or  these  questions  on  page  four. 

It  seems  to  me  that  the  biggest  gap  in  what  econo- 
mists would  like  to  know  about  the  unemployed  is  in 
this  area  of  the  conditions  on  which  they  are  willing 
to  work.  That  is,  the  thing  that  we  measure  is  I  think 
not  what  an  economist  would  be  interested  in  knowing, 
and  we  do  not  measure  what  an  economist  would  be 
interested  in  knowing  because  it  is  very  hard  to 
measure  what  an  economist  would  be  interested  in 
knowing  so  we  measure  what  is  out  there  easily  obtain- 
able. 

But  I  think  you  would  be  interested  in  knowing: 
What  is  the  number  of  people  out  there  who  are  not 
working  and  who  would  be  willing  to  work  at  a  wage 
which  does  not  exceed  the  value  of  their  possible 
product?  I  mean,  that  is  an  important  economic  con- 
cept. 

But  we  have  no  way  of  getting  it.     But  this  kind 
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of  question  would  give  us  some  clue  to  that. 

MR.  POPKIN:    On  that  very  narrow  point,  I  was  very 

curious   on  page  four  why  you  didn't  suggest  also  that 

we  ask  people  the  reasons  for  rejecting  the  jobs  they 
were  offered  other  than  perhaps  the  salary. 

DR.  STEIN:     That  would  be  a   good  question,  yes. 

MR.  POPKIN:     Is  there  a  reason  you  did  not  mention 

that? 

DR.  STEIN:  I  did  not  think  of  it. 

DR.  FELLNER:  It  was  mentioned  in  a  way,  I  think. 
I  think  the  way  it  is  mentioned  is  that  we  said  that 
terms  of  employment  are  not  only  a  matter  of  the  wage. 

CHAIRMAN  LEVITAN:    Dr.  Kosters? 

DR.  KOSTERS:  Could  I  pursue  that  point  on  wages. 
I  do  not  want  to  repeat  what  Herbert  said  about  that 
basic  component,  the  conditions  under  which  people  are 
willing  to  accept  employment.  It  does  seem  to  me  when 
one  looks  back  at  reviews  from  time  to  time  of  employ- 
ment statistics  and  issues  surrounding  them  and  so  on, 
there  is  a  tendency  for  them  to  reflect  to  some  extent 
the  kind  of  issues  that  are  pertinent  to  the  time  when 
these  committees  consider  the  unemployment  statistics. 

And  it  seems  to  me  in  recent  years  there  has  been 
a  good  deal  of  work  and  a  good  deal  of  increase  in  our 
knowledge  about  issues  concerning  the  nature  of  job 
search  and  what  it  means  in  terms  of  workings  of  the 
labor  market.  There  has  been  a  good  deal  of  work  by 
Martin  Feldstein  and  others  in  this  country  and  by  some 
people  in  Canada  on  the  impact  of  such  things  as  higher 
unemployment  compensation  payments  and  wider  avail- 
ability of  them  on  labor  force  behavior,  for  example. 
This  is  relevant,  of  course,  to  welfare  reform  issues. 

What  kind  of  impact  do  these  kinds  of  supple- 
mentary income  payments  have  on  labor  force  behavior? 
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It  is  also  increasingly  relevant  in  a  world  in  which 
there  is  more  likely  to  be  more  than  one  worker  in  a 
family  so  that  you  do  not  always  have  one  worker  on 
which  the  family  income  depends. 

So,  it  seems  to  me  that  that  raises  to  the  fore- 
ground more  sharply  at  this  time  the  issue  of  the  con- 
ditions under  which  people  would  be  willing  to  take 
employment . 

In  an  inflationary  period,  this  issue  is  also 
particularly  relevant.  But  it  seems  to  me  that  changes 
in  social  conditions,  changes  in  our  income  support 
mechanisms  and  so  on  make  this  a  more  pressing  issue 
than  it  previously  was,  and  it  would  be  useful,  it 
seems  to  me,  if  the  Commission  could  address  it  and 
present  some  basic  information  on  the  state  of  our 
knowledge  on  these  issues  so  that  it  would  be  the  use- 
ful reference  work  and  place  to  turn  to  for  information 
on  these  matters  that  some  of  the  previous  reports  have 
been. 

CHAIRMAN  LEVITAN:  Don't  you  think.  Dr.  Kosters, 
that  the  suggestion  you  make  on  page  three  for  a  hard- 
ship index--and  I  am  delighted  that  you  joined  the 
club--might  take  care  of  that?  The  present  measurement 
of  employment  and  unemployment  does  not  take  into  con- 
sideration family  income,  and  the  fact  is  that  a 
majority  of  families  have  more  than  two  earners.  Many 
also  receive  transfer  payments.  Maybe  an  additional 
measure  is  needed  to  reflect  reality  in  the  labor 
market.  I  therefore  welcome  your  excellent  idea  about 
the  hardship  index  to  supplement  present  data  and  fill 
a  gap  in  these  data. 

Would  you  agree  with  that?  Does  that  fill  your 
needs,  Dr.  Kosters? 

DR.  KOSTERS:  Well,  let  me  say  that  I  do  not  have 
any  objection  whatsoever  to  a  hardship  index.  I  just 
think  we  should  not  transform  what  we  used  to  regard  as 
an  unemployment  rate  into  one.  They  are  very  different 
concepts  and  what  we  mean  by  continuity,  at  least  what 
I  mean  by  continuity,  is  to  try  to  avoid  transforming 
the  unemployment  rate  into  something  else. 
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Now,  one  can  think  of  a  lot  of  useful  information 
one  can  get.  One  can  get,  of  course,  information  on 
discouraged  workers.  Maybe  we  could  get  comparable 
information,  as  Herb  Stein  has  suggested,  on  dis- 
couraged employers  who  are  on  the  other  side  of  the 
market. 

But  I  think  that  there  is  a  lot  of  information 
that  would  be  very  useful  concerning  family  income  or 
other  sources  of  income  and  so  on,  and  we  could  develop 
a  number  of  indexes  and  we  should  have  the  imagination 
to  develop  separate  new  names  for  them  as  well,  rather 
than  calling  them  the  unemployment  rate. 

DR.  STEIN:  As  I  understand  it,  I  do  not  think 
that  the  hardship  index  will  serve  the  need  of  these 
figures  about  reservation  wages.  That  is,  there  may  be 
people  who  are  unemployed  and  whose  incomes ,  or  family 
income  is  very  low,  but  that  does  not  give  us  any  clue 
to  the  wage  at  which  they  would  be  willing  to  work. 

They  may  have  very  high  expectations  or  demands. 
So,  it  seems  to  me  this  is  a  different  thing. 

CHAIRMAN  LEVITAN:  Well,  it  would  partially  ful- 
fill that  need.  That  it  would  not  completely  fulfill 
it,  that  is  certainly  correct. 

DR.  STEIN:  Well,  okay.  I  do  not  think  it  would 
fill  it  very  well  because  I  think  that  the  idea  that  it 
would  fulfill  it  to  a  high  degree  implies  some  assump- 
tions about  what  we  were  calling  earlier  the  elasticity 
of  supply  of  labor,  which  may  be  incorrect.  So,  I 
think  it  is  a  separate  question  that  deserves  atten- 
tion. 

Of  course,  from  time  to  time,  the  BLS  has  done 
some  work  on  this,  as  you  know,  and  Dr.  Fellner  has 
worked  on  these  questions,  that  if  they  have  reported 
the  wages  at  which  some  sample  of  the  unemployed  would 
be  willing  to  work--of  course,  are  seeking  work--but 
this  sample  is  very  incomplete  and  the  survey  is  taken 
very   infrequently   and   it   is  very  hard  to  interpret. 


DR.    FELLNER:     They   ran   into   a   problem   of  very 
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considerable  slippage  there.  That  is  to  say  they  had  a 
very  high  nonresponse  ratio  to  begin  with  and  then  they 
had  further  slippages  on  the  specific  questions.  This 
may  have  to  do  with  something  that  is  very  hard  to 
overcome,  but  I  think  that  one  should  put  one's  mind  to 
overcoming  it,  namely,  the  difficulty  that  that  kind  of 
information  needs  to  be  gotten  from  the  person  in  ques- 
tion and  not  indirectly  through  a  member  of  his  house- 
hold. 

CHAIRMAN  LEVITAN:  Dr.  Fellner,  do  you  think  that 
we  should  try  to  get  data  on  reservation  wages  from 
special  studies,  longitudinal  studies,  or  would  you 
want  to  make  them  part  of  the  Current  Population 
Survey?  The  reason  I  am  asking  this  question  is  that 
you  know  the  Census  people  and  BLS  people  are  very 
leery  of  asking  questions  because  they  depend  on  volun- 
tary responses. 

And  there  are  just  so  many  personal  questions  that 
you  can  ask  of  volunteers.  You  alluded  just  now  that 
the  responses  may  not  be  as  reliable  or  that  many  would 
refuse  to  respond.  Would  you  think  then  that  this 
should  be  part  of  CPS  or  should  the  information  be 
obtained  through  special  surveys? 

DR.  FELLNER:  Well,  I  do  not  think  that  I  am 
particularly  competent  to  answer  that  question.  I 
think  that  is  the  kind  of  question  which  people  who  are 
actually  engaged  in  the  work  know  much  more  about  than 
I  would.  I  think  it  would  make  sense  not  to  make  it 
part  of  the  regular  monthly  survey,  but  to  do  it  fre- 
quently. 

To  the  best  of  my  knowledge,  it  was  done  once. 
Now,  that  may  be  my  limited  knowledge  of  it,  but  to  the 
best  of  my  knowledge  it  was  done  once  and  rather 
recently  and  with  meager  results  due  to  no  lack  of  con- 
scientiousness on  the  part  of  the  people  who  were  doing 
it. 

Due  to  no  fault  of  their  own,  it  is  a  very  incon- 
clusive survey.  They  do  have  some  data  which  they  have 
not  published  so  far  on  what  the  latest  earnings  of  the 
unemployed   were.     This    did   not  get  into  the  special 
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report.  They  do  have  some  data  on  that  and  those  also 
should  be  published.  And  they  should  try  to  find 
methods  for  reducing  the  difficulties  into  which  they 
ran. 

MR.  MOSKOW:  You  started  asking  part  of  the  ques- 
tion I  was  going  to  ask.  There  are  some  practical 
limits  as  to  how  much  you  can  get  on  a  monthly  survey, 
according  to  the  Census  Bureau  and  BLS,  and  I  was  just 
wondering--!  guess  there  are  two  questions:  Is  there 
any  information  that  we  are  now  getting  on  a  monthly 
survey  that  you  think  is  unnecessary  in  the  future  and 
you  would  delete  and  substitute  the  suggestions  you 
have  made?  Second,  the  alternative  would  be  since 
people  want  more  information  on  discouraged  workers  and 
a  lot  of  other  subgroups  that  may  require  surveying  the 
individual  and  not  just  the  respondent  in  the  house- 
hold, would  you  lean  towards  some  type  of  a  twice-a-y 
ear  or  three-times-a-year  special  survey  of  a  group  of 
people,  on  a  regular  basis,  to  get  this  very  detailed 
information? 

DR.  FELLNER:  I  would  imagine  that  that  would  be 
the  answer,  yes,  that  they  would  get  that  kind  of 
information  perhaps  including  the  reservation  wages  and 
so  forth. 

MR.  MOSKOW:  Yes. 

DR.  FELLNER:  Through  surveys  that  are  not  inte- 
grated with  the  monthly  survey  and  one  would  perhaps 
transfer  some  questions  that  are  now  in  the  monthly 
survey  into  the  other  survey  which  would  be  undertaken 
frequently. 

CHAIRMAN  LEVITAN:     Dr.  Stein? 

DR.  STEIN:  Well,  I  would  be  willing  to  give  up 
the  monthly  survey  entirely  if  you  can  get  away  with 
it.  I  do  not  know  why  we  have  to  know  this  every 
month.  There  are  a  lot  of  things  we  do  not  know  every 
month,  and  if  it  would  be  economical  to  do  a  quarterly 
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survey,  if  that  would  enable  you  to  do  more  questions, 
I  think  that  would  be  a  permissible  tradeoff. 

1  think  that  the  monthly  variations  are  small;  we 
do  not  learn  anything  from  them;  they  just  keep  people 
in  a  constant  state  of  agitation. 

DR.  FELLNER:  As  you  point  out,  we  do  not  have  any 
monthly  GNP  either. 

MR.  MOSKOW:  That  is  right.  Some  people  thought 
they  wanted  it,  but  they  got  over  that. 

CHAIRMAN  LEVITAN:    Dr.  Rosters? 

DR.  KOSTERS:  Could  I  comment  just  a  bit  further 
on  that? 

I  think  that  whenever  1  look  into  these  questions 
I  see  things  that  it  would  be  nice  to  know  and  get  more 
data  on.  There  are  all  kinds  of  pressures  for  expan- 
sion of  the  amount  of  information  one  gets  and  at  least 
in  our  statement  we  came  out  in  favor  of  not  trying  to 
expand  the  Current  Population  Survey  to  fulfill  every 
kind  of  data  need  for  all  kinds  of  local  areas  and  so 
on,  and  in  favor  of  possibly  periodic,  more  intensive 
information. 

And  that  is  also  one  of  the  reasons  why  we  have 
suggested  exploring  at  least  the  possibility  of  using 
some  existing  data  more  intensively,  the  employment 
service  data,  as  an  alternative  in  a  sense  to  expanding 
the  number  of  surveys,  questions  on  the  survey  and  the 
sample  size  that  would  be  involved. 

CHAIRMAN  LEVITAN:  Dr.  Kosters,  would  you  be 
willing  then  to  get  some  kind  of  uniformity  in  the 
state  employment  data  at  the  cost  of  greater  federal 
intervention?  Because,  as  you  very  well  know,  in  some 
states  insured  unemployment  may  represent  50  percent  of 
total  unemployed,  as  counted  by  the  CPS,  and  in  some 
states  it  may  be  70  or  80  percent. 

Since  the  variation  is  so  very  great,  would  you 
then  be  willing  to  have  federal  intervention  to  get 
more  uniform  data? 
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DR.  KOSTERS:  Well,  there  are  always  two  approaches 
to  that  sort  of  thing.  One  approach  is  to  try  to  get 
federal  uniformity,  and  the  other  is  to  take  systems  as 
they  are  and  to  adjust  for  differences  in  the  way  they 
are  treated.  I  really  do  not  have  any  detailed  recom- 
mendation on  that.  We  have  only  suggested  it  as  some- 
thing that  might  be  explored,  whether  there  could  be 
better  utilization  of  those  data. 

CHAIRMAN  LEVITAN:     Dr.  Stein? 

DR.  STEIN:  Well,  I  will  proceed  from  that.  I 
would  like  to  say  something  about  the  question  that  was 
asked  about  the  regional  or  local  data  in  relation  to 
what  1  heard  Congressman  Boiling  say,  and  1  have  not 
followed  it,  but  I  must  say  1  was  staggered  to  think 
that  there  was  an  interest  in  having  unemployment 
information    on    6,000    regions    of    the   United  States. 

I  cannot  see  any  sense  to  an  unemployment  number 
for  something  which  is  less  than  what  you  might  call  a 
labor  market  area,  and  I  think  you  should  tell  the 
Congressmen  that  the  unemployment  figure  is  supposed  to 
measure  a  condition  of  the  availability  or  nonavail- 
ability of  jobs.  That  cannot  be  defined  in  6,000  parts 
of  the  United  States. 

CHAIRMAN  LEVITAN:  Quoting  you.  Dr.  Stein,  we 
shall  do  so. 

MS.  WILLS:  Just  for  a  point  of  information,  we 
have  been  told  that  they  now  recommend,  as  of  two  days 
ago,  that  we  expand  that  to  10,000. 

DR.  STEIN:    Well,  you  could  protest. 

MR.  POPKIN:  I  would  like  to  hear  a  word  from  each 
of  you,  if  you  have  anything  to  say,  on  the  need  for 
more  longitudinal  data  on  some  of  these  questions,  even 
if  it  is  very  expensive  to  trace  people's  labor  market 
behavior  over  a  10-year  period? 

DR.    STEIN:      I    think   that  is  very  important  and 
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valuable.  I  think  that  the  only  way  we  are  going  to 
get  some  light  on  the  question  of  the  value  of  the  tens 
of  billions  of  dollars  we  are  spending  on  employment 
and  training  programs  is  to  see  how  people  perform 
after  they  have  been  through  these  things ,  and  that 
means  you  have  to  follow  them  for  a  long  time. 

And  I  think  an  evaluation  of  the  causes  of  so- 
called  chronic  or  structural  unemployment  always 
implies  things  about  conditions  of  peoples'  lives  over 
a  period  of  time,  and  1  think  that  we  need  to  know  more 
about  that. 

CHAIRMAN  LEVITAN:    Dr.  Kosters? 

DR.  KOSTERS:  I  would  like  to  comment  on  that 
briefly,  too. 

While  I  believe  it  would  be  nice  to  follow  people 
around  over  time  to  learn  something  more  about  matters 
such  as  the  contribution  of  employment  training  pro- 
grams and  so  on,  I  do  not  believe  that  the  Current 
Population  Survey  is  an  appropriate  mechanism  for  that. 
I  do  not  think  we  should  get  into  that  at  all  in  the 
Current  Population  Survey,  frankly. 

I  notice  that  you  have  a  little  section  on  that  in 
your  outline,  and  my  comment  on  that  would  be  that  I 
think  it  would  be  very  desirable  if  recommendations  are 
made  for  approaches  other  than  the  Current  Population 
Survey,  that  they  be  based  on  a  thorough  review  of 
studies  that  have  already  been  made  in  this  area,  so 
that  any  approach  that  is  followed  will  be  solidly 
based  on  evaluative  approaches  that  have  proven 
successful  and  on  all  of  the  evaluations  that  have  been 
done  so  far. 

Many  have  been  done  and  there  should  be  some 
information  on  the  relatively  more  successful 
approaches  to  evaluation.  There  are  some  now  underway, 
as  I  understand  it,  in  connection  with  the  Census 
Bureau,   but  I  do  not  believe  that  the  Current  Popula- 
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tion   Survey   is    an   appropriate   vehicle    for  providing 
information  useful  for  that  purpose. 

CHAIRMAN  LEVITAN:  Do  you  think  that  a  longi- 
tudinal study  like  the  one  at  Ohio  State  University 
would  be  the  proper  vehicle  for  it? 

DR.  KOSTERS:  It  may  be  useful.  I  would  not 
really  want  to  comment  on  what  the  most  desirable 
design  would  be.  It  is  only  one  of  a  really  quite 
large  number  of  explorations  by  this  time  into  that 
kind  of  area,  and  I  would  very  much  like  to  see  a  care- 
ful analysis  of  the  usefulness  of  the  approaches  that 
have  been  used  and  that  should  be  recommended  for 
further  exploraton  in  that  context. 

DR.  FELLNER:  I  certainly  would  agree  with  that. 
I  think  one  thing  that  should  be  done  and  perhaps  was 
done — I  am  just  not  aware  of  any  appraisal  or  analysis — 
is  to  explore  to  what  extent  the  data  we  get  from  the 
present  longitudinal  studies  are  consistent  with  what 
we  get  from  the  cross-sections. 

There  would  be  this  difficulty,  I  think,  that  to 
explore  consistency  you  really  would  have  to  talk  even 
in  the  cross-section  surveys  to  the  person  to  whom  the 
data  relate  and  not  just  to  a  member  of  his  household. 

You  would  have  to  talk  to  the  person  in  question 
to  get  anything  worthwhile  there,  and  there  may  be  some 
lack  of  comparability  for  that  reason  between  the 
Current  Population  Survey  and  surveys  tracing  the 
destinies  of  individuals.  That  needs  to  be  explored. 
I  still  think  it  will  be  important  to  do  that  and  to 
devote  quite  a  bit  of  effort  to  working  out  what  the 
difficulties   are  and  how  they  could  be  overcome,  yes. 

CHAIRMAN  LEVITAN:  Dr.  Stein,  I  have  a  question 
for  you,  and  this  is  my  final  one,  unless  my  colleagues 
might  have  some  more.  I  am  a  charter  reader  of  the 
excellent  newsletter.  The  Economist,  which  you  are 
authoring.  If  I  remember  correctly,  we  talked  about 
this  earlier  this  summer.  The  Economist  carried  a 
piece  in  which  you  identified  a  7  percent  unemployment 
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level  as  representing  full  employment. 
DR.  STEIN:  Right. 

CHAIRMAN  LEVITAN:  Now  that  BLS  reported  that 
unemployment  has  declined  to  6  percent,  would  you  say 
that  we  are  having  super-full  employment,  or  would  you 
want  to  modify  that  statement? 

DR  STEIN:    Well,  of  course,  you  tempt  me  strongly. 

CHAIRMAN  LEVITAN:    Yes,  I  did. 

DR.  STEIN:  I  raised  the  possibility  last  fall 
when  I  wrote  that.  My  article  was  called  "Full  Employ- 
ment at  Last?",  and  it  appeared  in  the  Wall  Street 
Journal.  One  of  the  main  points  I  was  making  was  that 
we  did  not  know  what  full  employment  was.  I  would 
stick  with  that  very  strongly. 

Of  course,  the  fact  that  we  are  at  6  percent  would 
not  at  all  disprove  the  contention  that  7  percent  was 
full  employment  because,  after  all,  when  I  came  into 
the  government  in  1969,  the  unemployment  was  3.3  per- 
cent. Even  my  more  ambitious  colleagues  thought  4 
percent  was  full  employment  then,  so  it  is  possible  to 
have  the  unemployment  rate  lower  than  the  full  employ- 
ment rate. 

What  I  understood  to  mean  by  full  employment  was  a 
rate  that  you  could  not  get  below  without  an  accelera- 
tion of  inflation,  and  I  did  not  think  that  an  accel- 
erating inflation  was  a  continuously  endurable  condi- 
tion. 

All  right,  so  we  are  below  7  percent;  we  have  the 
inflation  accelerated.  Now,  you  can  draw  the  conclu- 
sion you  like  from  that.  I  do  not  think  it  disproves 
that  7  percent  was  full  employment,  but  I  will  not 
insist  on  it. 

CHAIRMAN  LEVITAN:  But  would  you  want  to  recant 
the  statement? 


DR.    STEIN:      I   do  not  want  to  recant  anything  I 


37 


said  at  that  point.  I  mean,  I  did  not  say  that  7  per- 
cent was  full  employment.  I  do  not  want  to  withdraw 
the  possibility  that  it  was. 

CHAIRMAN  LEVITAN:  Could  it  also  be  possible,  when 
you  were  saying  that  unemployment  was  really  not  7 
percent,  that  the  seasonal  adjustments  were  incorrect? 

DR.  STEIN:  Well,  I  think  that  became  a  problem  in 
the  next  few  months.  When  I  wrote  that  in  August,  the 
unemployment  rate  had  been  7  percent  for  some  months 
and  I  think  even  with  the  revised  figures ,  it  still  had 
been  7  percent  for  a  few  months  in  August,  and  the 
problem,  as  1  recall,  part  of  the  divergence  between 
the  old  and  new  seasonal  began  to  appear  later  in  the 
year,  so  that  when  the  unemployment  rate  in  the  old 
bases  remained  at  7  percent  through  September,  October, 
and  November,  then,  of  course,  I  felt  confirmed  in  my 
view  and  the  seasonal  adjustment  kind  of  raised  a  ques- 
tion about  that  view. 

But  1  understand  that  there  are  still  questions 
about  seasonal  adjustment,  so  maybe  I  was  right.  Maybe 
you  will  revise  the  seasonal  and  find  that  it  was  7 
percent  all  year  long. 

CHAIRMAN  LEVITAN:     I  see. 

Thank  you  very,  very  much  for  the  help  and  thank 
you  for  changing  your  schedule.  Dr.  Stein,  to  be  with 
us.  We  will  be  looking  forward  to  your  advice  and  help 
over  the  next  17  months  left  before  we  deliver  the 
final  report. 

Thank  you,  gentlemen.  We  will  have  a  10-minute 
recess . 

(A  brief  recess  was  taken.) 

CHAIRMAN  LEVITAN:  Our  next  witness  is  Mr.  Edwin 
J.  Coleman,  Chief,  Regional  Economic  Measurement  Divi- 
sion. Mr.  Coleman,  would  you  present  your  statement, 
please. 
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STATEMENT  OF  EDWIN  J.  COLEMAN,  CHIEF, 
REGIONAL  ECONOMIC  MEASUREMENT  DIVISION 
BUREAU  OF  ECONOMIC  ANALYSIS,  U.S.  DEPARTMENT 

OF  COMMERCE 

MR.  COLEMAN:  Thaak  you.  I  have  a  brief  state- 
ment, less  than  15  minutes,  that  will  state  the  BEA 
position  for  the  connnission. 

One  of  the  major  programs  of  the  Bureau  of 
Economic  Analysis  is  the  preparation  of  personal  income 
and  employment  estimates  at  the  national,  regional  and 
local  area  levels.  The  national  estimates  have  long 
been    in    use    as    indicators    of    economic  well-being. 

In  recent  years,  however,  there  has  been  an 
increasing  demand  for  more  reliable  county  and  metro- 
politan area  estimates  by  both  private  and  government 
agencies.  Personal  income  and  its  derivatives  at  the 
local  area  level  are  used  for  current  economic  analysis 
and  for  economic  projections.  They  play  a  major  role 
in  the  Federal  General  Revenue  Sharing  Program  and  in 
the  allocation  of  other  Federal  grants-in-aid. 

The  county  employment  series,  developed  as  a 
supplement  to  the  personal  income  estimates,  represent 
the  only  annual  estimates  of  employment  by  county  in 
industrial  detail,  currently  being  maintained. 

The  Bureau  of  Economic  Analysis,  in  its  prepara- 
tion of  State  and  local  area  income  and  employment 
estimates,  conducts  no  surveys  of  its  own,  but  rather 
relies  heavily  on  data  contained  in  the  administrative 
records  of  both  State  and  Federal  programs.  The 
remainder  of  the  data  comes  from  the  various  censuses 
and  from  nongovernmental  sources. 

Much  of  the  data  generated  as  a  byproduct  of  the 
State  unemployment  program  of  the  Bureau  of  Labor 
Statistics,  the  social  insurance  programs  of  the  Social 
Security  Administration,  and  the  Federal  tax  program  of 
the  Treasury  Department  provide  an  important  basis  for 
the    development    of    economic    and    social  statistics. 

Although  much  of  the  reported  statistical  infor- 
mation is  not  directly  or  wholly  suited  for  income 
measurement,  adjustments  can  be  made  to  convert  this 
material  into  useful  measures  reflecting  national  and 
regional  economic  developments. 


39 


The  major  alternative  to  the  administrative  record 
approach  to  income  and  employment  measurement  would  be 
for  BEA  to  collect  the  necessary  information  in  surveys 
of  income  recipients.  The  survey  approach  would  pro- 
vide data  directly  suited  for  the  measurement  of  per- 
sonal income  and  its  employment  adjunct,  eliminating 
the  necessity  of  adjusting  for  definitional  and  con- 
ceptual differences  among  the  various  inputs. 

The  cost  associated  with  this  alternative,  how- 
ever, would  be  prohibitive  because  a  very  large  sample 
would  be  necessary  to  permit  reliable  local  area  esti- 
mates . 

On  the  other  hand,  the  use  of  administrative 
records  for  statistical  purposes  is,  or  can  readily  be 
made  to  be,  both  reliable  and  economical.  Nonetheless, 
it  has  to  be  emphasized  that  there  is  considerable  room 
for  improvement  in  the  quality  and  access  to  data  basic 
to  the  personal  income  and  employment  estimates  at  both 
the  local  area  and  national  levels. 

One  of  the  areas  of  concern  is  the  degree  of 
establishment  reporting  in  the  ES-202,  which  purported- 
ly covers  approximately  90  percent  of  private  payrolls 
and  upon  which  the  bulk  of  the  county  estimates  of 
wages  and  salaries,  employer  contributions  to  private 
pension,  health,  and  welfare  funds,  and  personal  con- 
tributions to  social  insurance  as  well  as  employment 
are  based. 

The  BLS  guidelines  for  reporting  of  information  of 
multi-establishment  firms  are  such  that  it  is  possible 
for  employment  and  payrolls  of  branch  establishments  to 
be  combined  with  that  of  the  primary  unit  into  a  single 
reporting  unit. 

This  deficiency  can  be  remedied  if  establishment 
reporting  were  made  mandatory  and  BLS  given  access  to 
the  Census  Standard  Statistical  Establishment  List 
(SSEL) ,  the  use  of  which  by  other  agencies  is  currently 
inhibited  by  Title  13. 

Access  to  the  SSEL  could  give  a  complete  geo- 
graphically and  industrially  coded  establishment  list 
to  code  the  ES-202  reports.  The  use  of  the  file  would 
serve  as  an  important  first  step  in  the  difficult 
reconciliation  of  Census  and  BLS  statistics. 
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Another  prime  concern  with  respect  to  the  ES-202 
is  that  the  employment  and  payroll  tabulations  BEA 
obtains  from  the  ES-202  files  are  viewed  as  secondary 
statistical  byproducts  of  the  UI  program.  As  such,  the 
processing  and  tabulating  of  the  data  have  a  low 
priority  on  the  work  schedule  of  the  State  agencies, 
whose  primary  commitment  is  related  to  the  unemployment 
insurance  aspects--taxes  paid  by  employers  and  claims 
by  the  beneficiaries. 

BEA  has  a  working  arrangement  with  each  of  the 
State  Employment  Security  agencies  whereby  it  receives 
directly  from  each  agency  tapes  and/or  tabulations  of 
quarterly  wages  and  monthly  employment  by  county  and 
two-digit  industry. 

However,  while  most  States  try  to  be  cooperative, 
very  often  there  are  delays  in  the  transmission  of 
these  data  to  BEA  because  of  the  workload  involving  the 
unemployment  insurance  itself,  particularly  at  times  of 
high  unemployment.  These  delays  impair  the  quality  of 
the  county  income  and  employment  estimates  and  reduce 
their  relevance  as  a  current  measure. 

Such  delays  are  not  restricted  to  the  sub-State 
data.  They  frequently  occur  at  the  State  level  where 
the  data  are  received  by  BEA  directly  from  BLS.  Here, 
too,  delays  often  occur  because  of  low  internal  priori- 
ties. Delays  in  transmission  of  the  State  data  under- 
mine the  reliability  not  only  of  the  State  quarterly 
and  annual  personal  income  series,  but  also  the 
national  series,  since  BEA  must  make  estimates  for  the 
missing   States    using    less    reliable   methods    or  data. 

At  the  heart  of  the  problem  is  the  division  of 
responsibility  between  the  technical  and  administrative 
operations  of  the  ES-202  program  which  presently 
exists.  In  past  years,  efforts  on  the  part  of  users  to 
obtain  improvements  in  the  timing  and  quality  of  the 
industry  and  geocoding,  as  well  as  the  processing,  of 
the  ES-202  reports  failed  due  to  an  inability  to 
clearly  earmark  funds  directly  for  statistical  improve- 
ments . 

BEA  endorses  the  recommendation  that  the  technical 
and  administrative  responsibility  be  consolidated  under 
one  roof  and  that  this  roof  be  part  of  the  BLS  house. 
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We  further  recommend  that  the  earmarking  of  funds  for 
improvements  in  the  processing  and  tabulating  of 
employment  and  payrolls,  as  well  as  the  upgrading  of 
the  priority  level  of  this  phase  of  the  ES-202  program, 
be  carried  through  to  the  State  agencies. 

There  are  two  other  recommendations  concerning  the 
ES-202  that  BEA  would  like  to  see  implemented.  The 
first  is  a  test  of  the  current  level  of  compliance  by 
matching  the  ES-202  files  with  the  IRS  Form  W-2  which 
now  supersedes  the  Form  941  previously  used  by  the 
Social  Security  Administration.  In  1972,  when  the 
extended  coverage  provisions  arising  out  of  the  1970 
amendments  to  the  Federal  Unemployment  Tax  Act  took 
effect,  there  was  evidence  of  considerable  noncompli- 
ance with  the  UI  laws  in  prior  years.  To  the  best  of 
our  knowledge,  there  has  been  no  check  since  to  deter- 
mine   whether    the    level    of    compliance   has  improved. 

A  second  recommendation  is  the  inclusion  of  tabu- 
lations by  "legal  form  of  organization"  at  least  every 
year.  This  data  classification  is  of  particular  impor- 
tance for  the  national  accounts. 

The  BLS  790  establishment  series  in  its  present 
form  is  of  limited  use  to  BEA  in  its  State  quarterly 
income  series.  It  is  used  extensively  at  the  national 
level.  BEA  relies  on  the  monthly  data  on  employment, 
hours,  and  earnings  gathered  in  the  790  not  only  for 
the  monthly  national  estimates  of  the  wage  and  salary 
component  of  personal  income,  but  also  as  an  indicator 
of  economic  activity  in  months  when  the  data  normally 
used  in  the  preparation  of  the  GNP  estimates  are  not 
available. 

Therefore,  BEA  is  concerned  about  the  large  revi- 
sions that  occur  annually  when  the  UI  data  are  inserted 
into  the  790  series  as  a  benchmark. 

We  are  inclined  to  believe  that  the  revisions  are 
only  partly  a  result  of  the  ES-202 's  lag  in  reflecting 
changes  in  industrial  classification.  More  than 
likely,  the  cause  is  in  the  nature  of  the  790  itself: 
that  is,  the  sample  is  based  on  the  voluntary  coopera- 
tion of  employers  sampled;  it  is  used  as  a  link-rela- 
tive; and  industries  other  than  manufacturing  are 
apparently  poorly  covered  in  the  sample. 
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Other  contributing  factors  are,  no  doubt,  the  lack 
of  a  suitable  benchmark  for  average  weekly  hours  and 
average  hourly  earnings  and  the  lack  of  790  data  on  the 
hours  and  earnings  of  nonproduction  and  supervisory 
workers . 

An  expanded  790,  as  recommended  in  the  Wolfbein 
report,  could  be  utilized  at  the  subnational  level  in 
many  ways; 

The  collection  of  earnings  data  for  all  employees 
would  contribute  to  the  improvement  of  the  State 
quarterly  estimates.  At  present,  BEA  must  rely  upon 
BLS  790  employment  data  for  the  preparation  of  the  wage 
estimates  for  the  nonmanuf acturing  sector. 

If  earnings  data  were  collected  on  a  monthly 
basis,  even  at  the  industry  division  level,  for  all 
sectors,  the  quality  of  the  quarterly  estimates  would 
be  upgraded  considerably. 

The  inclusion  of  monthly  data  for  all  Standard 
Metropolitan  Statistical  Areas  (SMSAs),  based  on  an 
increased  sampling  rate  to  ensure  quality  data  for  the 
smaller  SMSAs  would  facilitate  the  preparation  of  a 
quarterly  income  series  for  SMSAs  and  non-SMSA  portions 
of  States,  for  which  there  is  an  increasing  demand,  a 
demand  that  BEA  has  been  unable  to  accommodate  because 
of  the  lack  of  sufficiently  reliable  data  upon  which  to 
base  such  estimates. 

The  inclusion  of  data  on  hours  worked  for  all 
industries,  rather  than,  as  at  present,  for  manufac- 
turing only,  would  enhance  the  possibility  of  the 
establishment  of  a  full-time  equivalent  employment 
series  at  the  subnational  level. 

Another  key  element  necessary  for  producing  this 
measure  is  the  derivation  of  estimates  of  the  number  of 
farm  and  nonfarm  proprietors  on  a  full-time  equivalent 
basis . 

The  recommendation  that  more  emphasis  be  placed  on 
producing  information  on  the  self-employed  is  whole- 
heartedly endorsed  by  BEA.  Although  there  is  a  large 
body  of  data  available  on  self -employment ,  it  is  almost 
exclusively  at  the  national  level. 

With  the  exception  of  recently  available  data  from 
the    Social    Security   Administration's    self- employment 
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file,  BEA  has  very  little  information  on  the  number  of 
self-employed  or  their  income  by  State  and  local  area 
except  on  a  episodic  basis.  The  Social  Security  data 
base  has  contributed  greatly  to  the  improved  reliability 
of  the  estimates  of  income  and  number  of  nonfarm  pro- 
prietors . 

However,  it  is  not  compatible  with  the  concept  of 
fulltime  equivalency  since  it  includes  only  those  self- 
employed  filing  Schedule  SE  with  their  IRS  Form  1040. 
Exempted  from  filing  for  Social  Security  self-employ- 
ment tax  are  those  whose  net  earnings  from  self-employ- 
ment are  less  than  $400  as  well  as  those  who  have 
already  paid  the  maximum  Social  Security  tax  for  wage 
and  salary  jobs. 

The  confusion  in  defining  "proprietorship"  in 
farming  has  also  impeded  BEA's  attempts  to  prepare 
State  measures  of  full-time  equivalent  self-employed 
because  of  a  lack  of  a  definition  of  "proprietor"  that 
is  consistent  for  both  farm  and  nonfarm.  A  serious 
effort   to   resolve   this    confusion   is   most  important. 

An  alternative  to  expanding  the  BLS  790  series, 
and  possibly  more  economical,  would  be  to  adapt  several 
existing  BLS  series  that  already  cover,  although 
limited  in  scope,  some  of  the  information  that  has  been 
suggested  be  added  to  the  790.  Specifically,  by 
broadening  the  base  of  the  Survey  of  Employer  Expendi- 
tures for  Employee  Compensation  and  the  Employment  Cost 
Index  Survey,  these  programs  could  yield  reliable  infor= 
mation  at  the  State  and  SMSA  level  similar  to  the 
national  data  they  now  provide. 

Two  promising  alternatives  to  the  proposal  by 
Wolfbein  that  BLS  derive  commutation  data  by  zip  code 
analysis  of  employee  addresses  obtained  through  its 
surveys  are:  the  Current  Work  History  Sample/IRS  Link 
Project  and  the  new  Social  Security  reporting  system. 
Either  alternative  would  place  less  of  a  reporting 
burden  on  the  business  community  than  the  implementa- 
tion of  the  zip  code  recommendation. 

The  first  alternative  refers  to  the  current 
Census-BEA  joint  project  to  construct  a  bridge  between 
the  Social  Security  Current  Work  History  Sample  and  IRS 
administrative  records.    This  "bridge"  would  be  used  to 
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update  the  Census  benchmark  computer  flows  data. 

The  new  Social  Security  reporting  system,  which 
went  into  effect  at  the  beginning  of  the  year,  utilizes 
the  annual  W-2  reports  filed  with  IRS,  eliminating  the 
quarterly  form  941.  The  W-2  file  will  be  processed  by 
the  Social  Security  Administration  and  IRS  for  their 
respective  purposes. 

For  the  first  time,  information  about  all  W-2s 
will  be  in  computer-readable  form.  This  change  in 
administrative  procedures  presents  an  excellent  oppor- 
tunity for  the  development  of  a  statistical  information 
system  capable  of  producing  data  on  employment,  wages, 
migration  and  commutation  patterns  on  an  annual  basis 
and  at  the  same  time  provide  a  check  on  the  ES-202 
files . 

The  ultimate  success  in  developing  such  a  system 
depends  upon  interagency  coordination  and  modification 
of  existing  confidentiality  restraints,  such  as  Title 
13  of  the  Census  legislation  and  the  Tax  Reform  Act  of 
1976,  which  may  limit  access  by  the  Department  of  Com- 
merce and  other  agencies   to  data  on  the  W-2  records. 

Establishment  reporting  should  become  mandatory 
and  the  priority  level  of  the  statistical  uses  of  the 
record  system  should  be  upgraded  so  that  full  advantage 
of  the  information  potential  is  realized  in  all  of  the 
data  systems. 

BEA  generally  supports  those  recommendations  made 
in  the  Wolfbein  report  to  the  National  Commission  on 
Employment  and  Unemployment  Statistics  that  would  bring 
about  much  needed  improvements  in  the  790  establishment 
survey  and  in  the  underlying  ES-202  data  base. 

It  is  difficult  to  exaggerate  the  importance  of 
this  BLS/BES  data  system  to  policymakers  and  to  the 
statistical  community  on  which  the  policymakers  rely 
for  support. 

They  are,  however,  programs  currently  in  exis- 
tence, the  Survey  of  Employer  Expenditures  for  Employee 
Compensation,  the  Employment  Cost  Index  Survey,  the 
Standard  Statistical  Establishment  List,  and  the  newly 
implemented  Social  Security  reporting  system,  which,  if 
expanded  or  made  more  accessible,  might  provide  a  good 
supplement   to   the   data   presently   available    from  the 
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BLS/BES  system.  The  latter  two  sources  of  information 
offer  the  most  promise. 

Given  the  necessary  budgetary  and  legislative 
support,  they  represent  alternatives  to  expanding 
selected  areas  of  the  790  and  might,  in  the  long  run, 
prove  more  economical  as  well  as  more  acceptable  to 
business . 

In  any  case,  the  dramatic  increase  in  the  use  of 
the  wage  and  employment  data,  as  well  as  personal 
income,  in  formulas  used  to  distribute  billions  of 
Federal  dollars  to  States  and  local  areas  requires  that 
significant  improvements  be  made  in  these  various  pro- 
grams.   That  is  the  end  of  my  prepared  comments. 

CHAIRMAN  LEVITAN:     Thank  you,  Mr.  Coleman. 

MR.  CARLSON:  May  I  just  pick  up  on  your  use  of 
the  Social  Security  data--I  guess  it  is  the  IRS  data 
with  the  Social  Security-saying  that  that  has  powerful 
opportunities  for  producing  data  on  employment,  wages, 
migration,  etc.,  and  you  say  that  there  is  a  restraint 
now  and  a  problem  of  confidentiality. 

As  I  understand  it,  that  restraint  is  by  indi- 
vidual file,  not  by  your  specifying  a  run  that  could  be 
made  and  the  results  provided  in  summary  form.  Am  I 
incorrect  on  that? 

MR.  COLEMAN:    No,  you  are  not. 

Agencies  like  BEA  have  a  mortal  fear  of  obtaining 
individual  information,  and  we  generally  try  to  have  it 
summarized  to  a  county  or  industry  level  before  we 
obtain  it.  But  much  of  the  editing  and  analysis  has  to 
take  place  in  small  areas,  small  counties  in  which, 
even  when  you  summarize  the  data  to  a  county  level,  you 
are  faced  with  a  confidentiality  issue  quite  frequently 

So,  the  agency  that  has  prime  responsibility  for 
retention  of  the  file  for  confidentiality,  with  good 
reason,  says,  "Well,  we  will  keep  the  file  and  we  will 
do  the  processing."  I  think  this  is  a  real  problem  for 
the  statistical  agencies  who  really  would  abide  by  the 
rules  and  would  have  very  little  opportunity  to  abuse 
the  confidentiality  issue. 
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But  the  initiating  agency  is  very  conservative  and 
fearful  of  releasing  the  data.  There  is  a  blockage 
developing  in  the  transmission  of  administrative  record 
information  between  statistical  agencies,  even  at  the 
summary  level. 

Frequently,  when  they  do  summarize  it  for  you,  you 
lose    much    of    your    capability    to    analyze    the  data. 

MR.  CARLSON:  I  guess  the  trick  there  would  be  to 
have  the  analysis  done  within  the  agency  which  has  the 
confidentiality  responsibility.  In  some  other  areas  we 
have  found  that  somebody  from  the  statistical  agency 
could,  in  fact,  become  the  employee  of  the  other 
agency,  having  the  skill  necessary  for  that,  and 
qualify  under  the  Act  to  do  the  analysis  for  you  and 
give  it  in  summary  form  for  whatever  publication  pur- 
poses are  needed. 

MR.  COLEMAN:  Yes,  that  is  a  viable  alternative. 
We--BEA--need  Census  agents  to  look  at  data  for  editing 
purposes.  Our  concern  with  regional  statistics  is  that 
because  of  the  small  geographic  areas,  we  run  into  con- 
fidentiality problems  that  people  at  the  national  level 
just  never  dream  of. 

MR.  CARLSON:  But  of  all  the  things  that  you  have 
said,  I  think  that  you  have  come  to  conclude  that  this 
offers  one  of  the  most  promising  areas,  probably  at  the 
least  cost,  of  getting  more  richness  of  data  on  a  local 
area  basis. 

MR.  COLEMAN:  Well,  I  am  a  firm  believer  in  using 
existing  administrative  record  systems  rather  than 
surveying  the  business  community  to  death  because  I 
think  the  business  community  is  already  to  the  point 
where  the  noncompliance  problem  is  becoming  very 
severe.  So,  yes,  I  would  say  that--but  I  would  say 
only  as  a  supplement  to  the  ES-202  program  which  BEA 
considers  probably  the  prime  source  of  its  income 
information  at  the  local  area  level. 


CHAIRMAN  LEVITAN:    Mr.  Moskow. 


47 


MR.  MOSKOW:     I  have  just  a  few  questions. 

First,  just  as  a  point  of  clarif  icaton,  your 
testimony  is  presented  on  behalf  of  the  BEA.  I  assume 
that  does  not  soley  reflect  the  views  of  the  Commerce 
Department? 

MR.  COLEMAN:  No,  it  does  not.  It  reflects  the 
view  of  the  Bureau  of  Economic  Analysis. 

MR.  MOSKOW:  Okay.  The  second  thing  is:  I  am 
pleased  to  see  the  concern  that  you  expressed  about  the 
added  cost  of  collecting  data,  both  tax  dollars  as  well 
as  the  cost  of  supplying  the  information.  You  have 
made  some  recoimnendations  here.  Have  you  made  any  cost 
estimates  as  to  what  the  cost  would  be  in  terms  of  tax 
dollars  for  providing  additional  funds  for  these  pur- 
poses or  in  terms  of  the  time  for  people  filling  out 
the  forms? 

MR.  COLEMAN:     No,  I  have  not. 

It  would  be  considerably  less  than  initiating 
primary  surveys. 

MR.  MOSKOW:  Yes. 

MR.    COLEMAN:     Because  the  mechanism  is  in  place. 

MR.  MOSKOW:  Right.  Is  that  something  that  the 
BEA  could  provide  for  the  Commission? 

MR.  COLEMAN:  I  think  the  only  people  that  could 
provide  that  information  would  be  BLS  since  they  are 
conducting  the  surveys  and  they  know  what  the  costs  are 
for  what  they  are  doing.  They  could  easily  estimate-- 
or  not  so  easily  estimate--the  margin  of  cost. 

MR.  MOSKOW:  In  terms  of  the  data  that  you  are 
presently  analyzing,  they  are  used,  if  I  understand 
correctly,  for  distribution  of  general  revenue  sharing 
funds? 


MR.    COLEMAN:     I   have   samples   of  the  uses  of  the 
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personal  income  data  which  incorporate  the  wage  data 
that  we  are  discussing,  and  we  estimate  that  something 
like  $35  to  $40  billion  of  Federal  funds  use  personal 
income  somewhere  in  an  allocation  formula,  not  neces- 
sarily as   the  primary  weight,   but   as  a  major  weight. 

So,  this  issue  of  regional  data  that  we  are 
talking  about  is  truly  a  serious  one  for  Federal  opera- 
tions and  the  quality  of  the  data  is  truly  a  serious 
one. 

MR.  MOSKOW:  Let  me  get  the  $30  billion  and  $17 
billion   

MR.  POPKIN:  That  is  entirely  separate  from  that, 
isn't  it? 

MR.  COLEMAN:  Yes,  $17  billion  is  the  CETA  money. 
I  would  be  glad  to  provide  the  Commission  with  a  break- 
down. I  did  not  bring  it  with  me,  but  I  will  be  glad 
to  provide  you  with  a  breakdown  of  the  agencies  using 
the  data  and  how  we  arrived  at  the  figure  of  $35  or  $40 
billion. 

MR.  MOSKOW:  I  think  that  would  be  very  helpful. 
Let  me  ask  you  another  thing.  You  do  not  utilize  any 
unemployment  statistics? 

MR.  COLEMAN:  We  use  employment;  we  do  not  use 
unemployment  statistics. 

MS.  WILLS:  What  recommendations--you  do  have  some 
in  here--do  you  need  the  Commission's  endorsement, 
blessing,  change  in  laws,  etc.,  to  implement  these 
recommendations  from  the  Federal  perspective? 

CHAIRMAN  LEVITAN:  I  would  like  to  warn  you, 
Dr.  Coleman,   BLS  and  Census  are  right  in  back  of  you. 

MR.  COLEMAN:     I  know. 

CHAIRMAN  LEVITAN:  So,  any  answer  you  give  is  at 
your  own  peril. 
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MR.  COLEMAN:  Well,  you  know,  one  of  the  problems 
with  the  202  is  it  is  a  Federal-State  cooperative  sys- 
tem. 

MS.  WILLS:  Yes. 

MR.  COLEMAN:  And  when  we  attempt  to  get  some  of 
the  States  to  improve  their  data,  the  States  say,  "As  a 
State  agency,  we  would  like  to  see  you  (the  Federal 
agency)  improve  the  data.  We  are  a  State  agency,  we 
cannot  do  anything."  They  then  put  on  their  Federal 
hat  when  we  approach  them  from  the  Federal  standpoint 
and  say,  "Well,  as  a  Federal  program,  you  need  to  do 
something."  They  say,  "Well,  we  are  controlled  by  our 
governor  who  appoints  the  Commissioner  of  Employment 
Security. " 

So,  in  Federal-State  cooperative  data  systems, 
there  are  real  cost  advantages  in  using  Federal-State 
cooperative  systems,  but  one  of  the  disadvantages  is 
that  it  is  difficult  to  legislate  solutions  because  it 
is  a  mix  of  two  levels  of  government. 

For  example,  we  have  tried  over  the  years  through 
0MB  to  get  money  directly  to  the  R&A  chiefs  of  the 
Bureaus  of  Employment  Security  for  the  improvement  of 
the   quality   of   the   data,    and    it   has  always  failed. 

MS.  WILLS:  So--I  do  not  want  to  put  words  in  your 
mouth,  but  see  if  I  am  hearing  you  correctly.  One  of 
the  things  that  you  are  suggesting  is  that  there  be,  by 
administrative  fiat,  or  preferably  by  legislative  fiat, 
some  sort  of  clarification  on  the  role  of  the  Bureau  of 
Labor  Statistics  as  it  relates  to  the  research  system 
inside  the  state  employment  security  agencies. 

Do  you  consider  that  a  critical  factor? 

MR.  COLEMAN:  Yes,  if  the  research  is  focused  on 
the  quality  and  the  content  of  the  estimates.  It  seems 
reasonable  to  assume  that  if  the  Federal  Government  is 
going  to  spend  $40  billion,  distribute  $40  billion, 
that  it  should  earmark  a  specific  sum  of  money  for  the 
quality  of  the  estimates  being  used. 
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MS.  WILLS:  Are  there  any  other  recommendations  in 
here   that   would   require  Federal   legislative  changes? 

MR.  COLEMAN:  Yes,  I  would  believe  you  would  have 
to  change  the  legislation  to--I  am  not  sure  that  BLS 
can  of  its  own  accord  change  the  establishment  report 
to  include  the  information  that  we  had  asked  for  on  the 
legal  form  of  organization  or  the  proprietors.  They 
may  be  able  to  do  that;  I  do  not  know. 

CHAIRMAN  LEVITAN:  Mr.  Coleman,  from  what  we  have 
heard  so  far,  this  seems  to  be  a  very  crucial  point  for 
the  Commission's  consideration,  and  I  do  not  think  it 
would  be  very  feasible  to  pursue  that  right  now  until 
we  explore  it  more  fully. 

Are  there  any  additional  papers  that  you  would 
want  to  submit  to  the  Commission  so  that  the  staff  and 
the  members  could  study  it?  And,  then,  I  would  like  to 
invite  you  to  come  down  to  discuss  this  with  the  Com- 
mission in  greater  detail  because  the  possibilities 
that  we  are  suggesting  are  very,  very  important  for  the 
work  of  the  Commission  in  terms  of  quality,  at  the 
State  and  local  level. 

And  when  you  start  asking  the  question  of  why  it 

has  not  been  done  before,  we  know  those  things  and 

that  is  a  proper  subject  for  discussion,  I  suppose,  in 
a  public  hearing. 

MR.  COLEMAN:  Fine.  I  would  be  most  willing  to 
give  it  some  thought,  see  what  additional  data  or 
information  I  might  have  that  would  be  useful  to  the 
Commission,  and  I  am  at  the  Commission's  disposal  to 
meet  at  your  discretion. 

CHAIRMAN  LEVITAN:     Thank  you,  Mr.  Coleman. 

MR.  CARLSON:  Let  me  just  ask:  Inasmuch  as  you 
put  quite  a  bit  of  hope,  if  not  faith,  in  the  new 
Social  Security  reporting  system   

MR.  COLEMAN:  You  are  attributing  more  hope  than  I 
really  have. 
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MR.  CARLSON:     You  don't  even  have  faith? 

I  guess  this  point  you  mentioned,  this  change  in 
administrative  procedures,  presents  an  excellent  oppor- 
tunity. 


MR.  COLEMAN:  Yes. 


MR.  CARLSON:  It  would  be  nice  to  know  what  poten- 
tial is  there,  since  going  the  administrative  route  may 
have  less  burdensome  qualities  for  the  people  who  fill 
out  the  forms.  Are  you  the  key  person  who  can  help  us 
on  that  or  should  we  be  contacting  somebody  who  is 
actually  managing  the  systems? 

MR.  COLEMAN:  Yes,  I  am  not  the  key  person  on 
that,  but  I  think  I  can  put  you  in  touch  with  the 
person  who  is . 

MR.    CARLSON:     I   think  that  would  be  worthwhile. 


MR.  COLEMAN:  I  clarify  my  point  about  the  lack  of 
faith  or  hope  in  that  the  problem  with  administrative 
records  is  that  frequently  program  agencies  do  not  have 
the  time  or  the  resources  to  edit  the  local  area  data, 
and  we  found  that  in  working  with  the  Social  Security 
files  that  this  was  a  critical  problem,  that  much  of 
the  current  work  history  sample  that  we  pulled  turned 
out  to  be  far  dirtier  than  we  had  anticipated. 

MR.  CARLSON:     But  the  potential  seems  — - 

MR.  COLEMAN:    The  potential  is  there,  yes. 

MR.    CARLSON:    and    lower    cost    seems    to  be 

greater  here   

MR.  COLEMAN:     Yes,  it  is. 

MR.  CARLSON:  ---  than  any  of  the  other  alterna- 
tives . 

MR.  COLEMAN:  I  think  the  administrative  record 
approach  has  great  potential. 
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CHAIRMAN  LEVITAN:  Mr.  Coleman,  we  appreciate  your 
help  and  the  Conimission  will  be  in  touch  with  you  when 
you  come  back  from  your  trip.  Thanks  again  for  adjust- 
ing your  schedule,  too.  Thank  you  very  much,  Mr.  Cole- 
man. 

Our  next  scheduled  witness  is  Ricardo  Zazueta.  I 
do  not  see  him  in  the  audience.  Therefore,  we  will 
continue  with  Nancy  Barrett.  Could  you  change  it  for  a 
half-hour  earlier? 

DR.  BARRETT:  Yes. 

CHAIRMAN  LEVITAN:    Thank  you,  Nancy. 

Dr.  Barrett,  thank  you  for  the  prepared  statement. 
Will  you  proceed  in  your  own  fashion,  summarizing  it  or 
reading    your    statement,    whichever    way    you  prefer. 

DR.    BARRETT:      Fine.      Thank    you,    Mr.  Chairman. 

STATEMENT  OF  NANCY  SMITH  BARRETT,  PROFESSOR 
OF  ECONOMICS,  THE  AMERICAN  UNIVERSITY,  AND 
DIRECTOR,  RESEARCH  ON  WOMEN  AND  FAMILY 
POLICY,  THE  URBAN  INSTITUTE 

Dear  Mr.  Chairman  and  members  of  the  Commission. 
It  is  a  pleasure  to  be  here  today  both  to  congratulate 
you  on  your  preliminary  work  and  to  wish  you  well  on 
your  important  mission,  as  well  as  to  identify  what  in 
my  mind  are  important  issues  that  the  Commission  should 
consider  in  its  deliberations. 

One  major  policy  issue  that  is  of  immediate  con- 
cern is  assessment  of  the  degree  of  slack  that  current- 
ly exists  in  the  economy.  This  debate  has  raised  the 
possibility  that  our  current  measure  of  potential  GNP 
perhaps  overstates  the  capacity  of  the  economy  to  pro- 
duce. 

The  problem  is,  of  course,  that  a  prolonged  period 
of  economic  slack  has  coincided  with  many  structural 
changes  in  the  economy.  These  changes  include  demo- 
graphic changes  in  the  labor  force,  higher  and  more 
comprehensive  unemployment  insurance  benefits,  higher 
natural  resource  costs,  environmental  and  safety  regu- 
lations, and  the  like. 
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Despite  what  many  would  have  us  believe,  we  simply 
do  not  know  how  the  economy  would  behave  if  it  were 
operating  at  capacity  today.  For  instance,  in  the 
slack  labor  markets  of  the  past  decade,  the  avail- 
ability of  unemployment  insurance  may  have  added  to 
measured  unemployment  to  the  extent  that  jobless 
workers  remained  in  the  labor  force  rather  than 
dropping  out  or  refrained  from  accepting  or  remaining 
in  a  job  far  below  their  skill  level. 

What  is  not  at  all  clear  is  how  strong  this  effect 
would  be  in  a  tight  labor  market  where  plenty  of  good 
jobs  are  available.  There  is  no  evidence  that  indi- 
viduals would  opt  for  unemployment  insurance  when  they 
can  find  an  acceptable  job. 

Inflation  is  no  longer  a  test  of  how  close  we  are 
to  capacity.  Inflation  today  is  much  more  the  legacy 
of  inflationary  expectations  that  perpetuate  a  self- 
fulfilling  cycle  of  wage  and  price  increases  than  a 
sign  of  undue  pressure  on  the  economy's  productive 
capacity. 

The  recent  pickup  in  the  inflation  rate  is  pri- 
marily the  result  of  an  acceleration  of  food  prices  and 
the  cost  of  imported  goods. 

Despite  these  uncertainties,  the  question  of  how 
much  excess  capacity  is  now  in  the  economy  is  critical 
to  determining  the  appropriate  macroeconomic  policy 
stance.  How  can  the  President  and  members  of  Congress 
reach  a  wise  decision  on  whether  and  how  much  to  cut 
taxes  this  year  if  economists  cannot  agree  on  a  measure 
of  potential  GNP? 

I  have  written  a  background  paper  for  this  Commis- 
sion that  suggests  new  data  needs  in  this  area  and 
tries  to  sort  out  some  of  the  issues  associated  with 
interpreting  existing  data. 

The  second  point  I  would  like  to  raise  is  that 
many  of  the  structural  changes  I  alluded  to  earlier 
necessitate  a  reevaluation  of  the  way  we  think  about 
the  labor  market. 

To  take  only  one  example,  many  of  our  concepts  are 
based  on  the  assumption  that  the  primary  labor  force  is 
comprised  of  adult  males.  In  1977,  however,  54  percent 
of  the  civilian  labor  force  was  comprised  of  women  and 
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youth,  under  age  25,  compared  with  45  percent  in  1965. 

This  shift  in  the  demographic  composition  of  the 
labor  force  means  that  we  need  to  bring  different  data 
to  bear  on  the  labor  force  experience  of  individuals 
and  to  develop  new  models  for  explaining  their  behavior 
in  the  labor  force.  Given  the  way  our  society  is 
organized,  nonmarket  options  remain  more  significant  in 
the  labor  market  decisions  of  women  and  young  people 
than  for  men.  Conventional  variables  like  unemployment 
and  wage  rates  need  to  be  supplemented  with  such 
measures  as  family  status,  fertility,  educational 
opportunities,  and  the  like,  that  were  in  the  past 
considered  beyond  the  purview  of  labor  market  analysis. 

Further,  life  cycle  information  is  particularly 
important  in  assessing  the  probability  of  labor  force 
participation  for  women,  necessitating  improved  longi- 
tudinal data  sets.  Data  obtained  from  the  recently- 
developed  National  Longitudinal  Surveys  has  been  par- 
ticularly useful  for  analyzing  the  labor  force  behavior 
of  women  and  teenagers ,  but  they  suffer  from  small 
sample  sizes  and  the  fact  that  they  are  restricted  to 
limited  age  cohorts. 

We  need  much  better  and  more  timely  data  on  the 
educational  status  of  teenagers  and  to  develop  some 
linkages  between  those  educational  data  and  data  on 
teenage  employment  and  unemployment. 

Inadequate  information  about  the  determinants  of 
the  labor  force  behavior  of  persons  other  than  adult 
males  has  resulted  in  a  number  of  problems  that  plague 
policymakers.  The  remarkable  strength  of  labor  force 
growth  through  the  1974-75  recession  and  the  continued 
growth  in  the  past  two  years,  despite  high  unemploy- 
ment, has  puzzled  economists  and  policymakers  who  are 
trying  to  achieve  what  seems  to  be  an  impossible  target 
of  4.5  percent  unemployment. 

The  official  labor  force  projections  of  the  Bureau 
of  Labor  Statistics  are  consistently  below  the  mark, 
and  budget  watchers  are  confounded  by  the  ever- 
increasing  numbers  of  women  and  youth  who  are  potential 
participants  in  federal  job  programs  under  CETA. 

Even  now  there  is  talk  of  restricting  eligibility 
for  public  service  jobs  to  "primary  earners,"  but  data 
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inadequacies  preclude  any  reliable  estimate  of  how 
effective  such  a  limitation  would  be  and  what  would  be 
its  distributive  implications. 

Changes  in  the  demographic  profile  of  the  unem- 
ployed have  also  rendered  the  concept  of  joblessness 
ambiguous.  When  one  thinks  of  the  labor  force  as  com- 
prised of  adult  men  who  are  the  primary  breadwinners 
with  women  at  home  doing  housework  and  young  people  in 
school,  then  the  distinction  between  unemployment  and 
joblessness  is  not  very  significant. 

But  when  individuals  have  clearly  defined  social 
and  economic  roles  that  span  market  and  nonmarket  work, 
as  do  women  and  young  people,  then  the  question:  "When 
is  a  jobless  person  in  the  labor  market?"  becomes  much 
more  difficult  to  answer. 

And  the  difficulty  is  compounded  when  unemployment 
statistics  are  collected  from  a  household  survey  rather 
than  administrative  data  since  the  responses  are  influ- 
enced by  a  wider  range  of  interpretations. 

The  availability  of  unemployment  insurance  adds 
another  dimension  of  confusion.  Under  our  system  we 
count  UI  recipients  as  unemployed  even  if  they  are  not 
seriously  looking  for  work  while  we  omit  many  jobless 
persons  who  desperately  want  work  but  have  given  up 
what  they  view  as  a  fruitless,  discouraging  search  for 
a  job. 

All  this  adds  up  to  an  overwhelming  need  for 
better  ways  to  assess  the  labor  market  status  of  the 
jobless  and  better  information  on  discouraged  workers. 

The  changing  demographic  composition  of  the  labor 
force  is  frequently  cited  as  a  cause  of  high  unemploy- 
ment and  sluggish  productivity  growth,  due  to  the 
relatively  low  earnings  of  women  and  young  people. 
Better  data  in  this  area  could  improve  our  under- 
standing of  the  causes  of  structural  unemployment  and 
of  why  women,  especially,  continue  to  earn  relatively 
low  wages . 

Further  clarification  of  the  dimensions  of  job- 
lessness in  our  society  is  crucial  to  our  assessment  of 
the  amount  of  slack  in  the  economy  as  well  as  to  our 
evaluation  of  the  economic  hardship  that  is  suffered 
when    jobs    are    not   available   to   all   who   want  them. 
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A  final  issue  is  that  most  of  our  labor  force  data 
are  obtained  from  households  despite  the  fact  that  we 
have  a  potential  gold  mine  of  information  that  could  be 
collected  from  establishments.  The  BLS  establishment 
survey  covers  over  150,000  firms  reporting  on  over  40 
percent  of  the  labor  force  and  provides  current  infor- 
mation on  wage  and  salary,  employment,  hours,  earnings 
and  labor  turnover  by  industry  and  geographic  location. 

Except  for  employment,  however,  none  of  the  data 
are  provided  by  sex.  Space  does  not  permit  me  to 
elaborate  on  all  the  many  reasons  why  we  should  get 
establishments  to  report  by  sex.  Apart  from  the  well- 
known  superior  reliability  of  establishment  reports  of 
income,  relative  to  household  reports,  some  data  such 
as  turnover  rates  are  only  available  from  firms. 

Another  need  is  for  data  on  part-time  employment 
by  industry.  Presently,  the  only  source  of  data  on 
part-time  workers  is  the  Current  Population  Survey,  and 
the  definitions  currently  used  in  the  CPS  are  ambiguous 
and  controversial. 

Despite  the  obvious  benefits  of  all  the  things  I 
suggested,  they  also  have  their  costs,  both  budgetary 
and  substantive.  Substantive  costs  are  incurred  when  a 
break  in  a  data  series  results  in  a  loss  of  historical 
continuity  and  makes  it  impossible  to  compare  the 
present  with  the  past.  Expert  witnesses  will  come 
before  this  Commission  asking  for  many  new  data  series 
and  many  changes  in  the  old  concepts  and  definitions. 
But  the  Commission  must  be  aware  of  the  need  for  con- 
tinuity and  for  keeping  within  reasonable  budget 
restrictions . 

Given  the  many  demands  that  will  be  made,  I  would 
like  to  express  what  I  view  to  be  the  most  important 
outcomes  of  your  deliberations. 

First,  there  is  an  overriding  need  to  achieve  a 
national  consensus  on  the  acceptability  of  the  official 
unemployment  statistic,  or  some  other  measure,  as  a 
criterion  for  federal  funds  distribution.  Literally 
billions  of  dollars  in  funds  ride  on  the  numbers  pub- 
lished by  BLS  and  their  reliability  and  suitability  for 
this    purpose    is    increasingly    called    into  question. 

Achieving   a   consensus  means   dealing  with  all  of 
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the  issues  I  raised  earlier  in  addition  to  more  tech- 
nical problems  like  seasonal  adjustment,  defining  geo- 
graphic boundaries,  and  the  like.  Small  changes  that 
seem  inconsequential  taken  in  isolation  but  that  cumu- 
late into  significant  ones  as  well  as  reconsideration 
of  big-picture  issues  are  both  important  aspects  of 
this  Commission's  deliberations. 

We  will  undoubtedly  never  achieve  a  similar  con- 
sensus on  macroeconomic  policy  goals.  Some  people  will 
opt  for  upside  risk,  that  is,  keeping  unemployment  as 
low  as  possible,  without  generating  a  serious 
acceleration  of  inflation,  while  others  will  prefer  the 
risk  on  the  downside,  keeping  inflation  at  bay  without 
generating  a  serious  recession. 

Despite  these  differences,  however,  we  should  be 
able  to  get  much  more  agreement  than  we  now  have  on  our 
measure  of  economic  potential  to  serve  as  a  benchmark 
against  which  actual  GNP  is  compared. 

In  the  past,  we  have  too  often  viewed  unemployment 
as  a  measure  of  economic  hardship.  But  now,  demo- 
graphic changes  have  greatly  altered  the  traditional 
support  system  of  families  and  a  more  comprehensive 
system  of  transfer  payments  based  on  entitlement  blurs 
the  distinction  between  the  working  poor  and  the  non- 
working  poor. 

Professor  Levitan  has  suggested  a  new  measure  of 
hardship.  Although  I  disagree  with  many  of  the  cri- 
teria in  his  particular  index,  at  least  it  is  a 
beginning  in  what  I  hope  will  be  an  open  national 
debate  on  the  subject. 

Finally,  I  think  it  is  extremely  important  to  bear 
in  mind  how  critical  is  the  choice  of  data  concepts  and 
the  timely  availability  of  data  for  analyzing  social 
and  economic  behavior  and  in  designing  and  implementing 
public  policy.  Data  availability  not  only  limits  the 
hypotheses  one  is  able  to  test  and  the  questions  one 
can  answer,  but  data  concepts  often  suggest  the  ques- 
tions themselves  or  at  least  influence  the  researcher 
or   policymaker   in   the   way   questions    are  formulated. 

At  no  time  is  the  need  for  testing  new  hypotheses 
and  breaking  out  of  traditional  mindsets  more  crucial 
than  in  a  period  of  rapid  change.     I  submit  that  the 
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U.S.  labor  market  is  undergoing  such  change  and  that  if 
we  cling  to  outdated  statistical  concepts  we  will  also 
cling  to  outdated  ways  of  thinking  about  the  world. 
This  can  only  lead  to  bad  research  and  bad  public 
policy.  I  urge  you,  for  this  reason,  to  be  forward- 
looking  in  your  deliberations  over  the  very  important 
issues  contained  in  your  mandate. 

CHAIRMAN  LEVITAN:    Thank  you,  Nancy. 

MR.  MOSKOW:  1  have  a  couple  of  questions.  As  you 
know,  at  present  we  have  the  best  system  of  collecting 
employment  and  unemployment  statistics  in  the  world,  it 
is  my  understanding. 

Of  course,  we  always  want  to  improve  it.  But  I  am 
just  wondering  if  you  think  that  we  are  going  to  make 
quantum  leaps?  If  we  do  improve  our  system,  are  we 
going  to  make  quantum  leaps  forward  in  our  understand- 
ing of  the  labor  market  and  also  in  our  social  policy 
deliberations,  or  is  it  really  just  going  to  be  sort  of 
marginal  improvements  in  those  two  things?  Because  we 
are    talking    about    spending    a    lot    of   dollars  here. 

DR.  BARRETT:  Yes.  I  think  that  you  raised  two 
issues.  One  of  them  has  to  do  with  improving  our  data 
collection  system  and  the  other  has  to  do  with  thinking 
about  collecting  different  kinds  of  data  or  using  dif- 
ferent measures  for  describing  and  evaluating  the  per- 
formance of  the  labor  market. 

I  think  that  you  really  were  talking  about  the 
second  aspect--at  least  that  is  what  I  was  talking 
about.  There  are  some  questions  we  do  not  ask  about 
the  unemployed  because  we  assume  that  they  have  been 
continuously    in    the    labor    force   ever   since  school. 

And,  in  fact,  that  is  not  the  case  for  women,  or 
for  many  women.  We  have  very  little  information  on  the 
experience  of  workers  prior  to  their  entering  the  labor 
force  or  prior  to  their  becoming  unemployed,  and  I 
think  several  people  brought  that  up  today. 

We    do    not    have    a    longitudinal    picture   of  the 


59 


causes  and  effects  of  unemployment.  We  do  not  want  to 
throw  out  the  unemployment  statistic,  but  to  assess  the 
performance  of  the  economy  or  the  hardship  imposed  on 
the  economy  by  substandard  economic  performance.  There 
are  other  important  variables. 

I  disagree  very  much  with  Mr.  Stein  and  his  view 
that  if  a  person  has  a  job  that  we  should  not  worry 
about  that  person  any  more.  In  fact,  he  went  on  to 
say,  rather  inconsistently,  that  it  is  important  to 
collect  income  statistics  on  the  unemployed  to  find  out 
if  they  really  are  hard  up. 

The  implication  was  that  some  of  these  unemployed 
people  are  so  well-to-do  that  unemployment  is  not  a 
hardship    for   them,   and  we  ought  to  know  about  that. 

Similarly,  it  seems  to  me  that  we  ought  to  know 
something  about  the  income  of  people  that  are  employed. 

That  is  not  to  say  that  we  ought  to  throw  out  the 
concept  of  unemployment  entirely,  but  it  might  not  be 
the  most  relevant  concept  for  a  lot  of  the  questions 
that  we  ask  about  people.  The  unemployment  concept  is 
quite  specific,  of  great  importance  to  economists,  but 
with  only  limited  relevance  to  hardship  or  poverty.  We 
should  try  to  avoid  confounding  poverty,  or  income- 
related,  problems  with  unemployment. 

MR.  MOSKOW:  Let  me  ask  you  one  other  question. 
What  are  your  criticisms  of  Professor  Levitan's  hard- 
ship   measure   that   you  mentioned    in   the   paper  Jiere? 

DR.  BARRETT:  Well,  I  think  that  he  takes— with 
all  due  respect,  Sar — he  takes  a  rather  short-term 
snapshot  view  of  hardship.  For  example,  as  I  under- 
stand his  proposal,  he  would  not  want  to  include  in  his 
measure  unemployment  of  what  he  calls  secondary  earners 
which  are  usually,  in  most  cases,  women,  married  women. 

And  the  reason  that  1  think  that  is  short-sighted 
is  that  for  the  large  majority  of  women  in  low  income 
families  who  are  disproportionately  represented  among 
the  unemployed,  their  marital  status  is  "iffy"  at  best. 
The  fact  of  the  matter  is  that  most  of  these  women  end 
up  for  some  portion  of  their  lives  the  sole  support  of 
children. 
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Something  like  40  percent  of  all  children  born  in 
the  United  States  today,  including  upper,  lower,  all 
income  strata,  will  at  some  point  be  supported  solely 
by  their  mothers.  Forty  percent  of  all  children  will 
at    some   point   be    supported   solely  by  their  mothers. 

Now,  it  seems  to  me  that  if  we  think  about  unem- 
ployment of  women  as  causing  negative  attitudes  towards 
work,  as  causing  a  disruption  of  their  employment  con- 
tinuity, as  resulting  in  less  work  experience  than  if 
they  had  been  employed,  then  I  say  that  any  social 
index,  any  index  of  hardship  that  does  not  take  into 
account  the  fact  that  this  woman  may  later  on  be  having 
to  support  children  and  be  looking  for  a  job  and  be 
handicapped  because  she  was  unemployed,  because  she  had 
a  discontinuous  work  experience,  and  because  she 
developed  bad  attitudes  toward  work,  that  somehow  this 
ought  to  be  counted. 

And  if,  further,  you  want  to  elaborate  on  Sar's 
general  line  of  thinking,  you  think  that  these  women 
should  not  be  given  priority  in  public  jobs  programs 
because  they  are  viewed  as  secondary  earners,  that 
seems  to  me  to  be  a  very  bad  social  policy.  It 
develops  a  mentality  among  these  women  that  they  should 
not  be  expected  to  work.  Consequently,  when  they  do 
find  themselves  supporting  children,  they  have  to  rely 
on    welfare    or    some    other    form    of    income  transfer. 

CHAIRMAN  LEVITAN:  Professor  Barrett,  we  will 
argue  some  other  time,  but  for  the  time  being  I  will 
just  plead  "not  guilty"  to  most  of  the  charges  that  you 
made . 

MS.  WILLS:  Do  you  have  other  concerns  on  the 
hardship  index?    Other  factors? 

DR.  BARRETT:  No.  I  think  by  and  large  it  is  a 
good  idea.  I  just  think  that  there  are  going  to  be 
several  problems  with  it.  The  first  is  that  you  are 
never  going  to  please  everybody.  I  mean,  politically, 
it  is  a  very  difficult  thing.  The  unemployment  concept 
is  a  lot  less  susceptible  to  the  kinds  of  political 
pressures   that  you  are   going  to   get  when  you  try  to 
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define  who  it  is  that  is  being  hurt  by  some  government 
policy. 

But  I  just  cannot  think  of  any  kind  of  a  hardship 
measure  that  deliberately  excludes  a  sizeable  propor- 
tion of  the  population  and  says  that  they  are  not  dis- 
advantaged by  unemployment. 

CHAIRMAN  LEVITAN:  Dr.  Barrett,  if  I  may,  I  will 
send  you  the  design  that  we  are  working  on--measure- 
ments  which  I  think  will  take  care  of  some  of  your 
objections  —  I  am  afraid  not  all  of  them.  But  if  you 
will  advise  us  how  to  eliminate  all  those  problems  

DR.  BARRETT:  Look,  Sar,  the  thing  about  the  hard- 
ship index  is  the  same  thing  I  was  saying  about  unem- 
ployment. If  you  want  to  have  a  criterion  for  distri- 
bution of  federal  funds,  if  you  want  to  have  a  cri- 
terion for  evaluating  the  performance  of  the  economy, 
there  has  to  be  consensus,  it  seems  to  me,  on  what  is 
being  measured. 

And  if  you  have  substantial  disagreement  from  a 
major  element  of  the  population,  most  of  them  people 
who  are  concerned  about  the  question  of  poverty  among 
female-headed  families,  poverty  among  women  in  general, 
as  well  as  discrimination,  they  will  not  buy  your 
index . 

CHAIRMAN  LEVITAN:  That  is  why  I  am  trying  to  get 
your  endorsement. 

MR.  POPKIN:  Would  you  be  so  kind  as  just  to 
follow  up  with  a  note.  I  have  not  read  your  paper.  I 
do  not  think  I  have  your  Commission  paper  here.  I 
would  like  to  see  a  list  of  specific  suggestions  from 
you--this  is  just  a  small  thing — the  changes  and  the 
exact  questions  and  procedures  you  would  use  in  this 
CPS  and  BLS  survey,  in  addition  to  all  your  other 
things  which  we  will  be  getting  into  later  because  you 
alluded  to  the  problems  you  had  with  the  questions,  but 
you  did  not  go  on  and  say,  "Here  is  what  I  think  we 
should  do." 

And    I    think  you  should   follow  up   later,    if  you 


62 


would,  please,  with  the  specific  suggestions  for  ques- 
tion changes. 

CHAIRMAN  LEVITAN:     Mr.  Carlson. 

MR.  CARLSON:  I,  too,  came  late  to  your  statement, 
but  I  notice  you  are  concerned  about  potential  GNP. 
Are  you  really  recommending  that  the  Commission  do 
something  about  the  difficulty  of  coming  up  with  a 
standard  definition  of  potential  GNP? 

DR.  BARRETT:  Yes,  in  my  background  paper,  I  made 
very  specific  recommendations  concerning  data  needs  in 
that  particular  area.  The  major  concerns  have  to  do 
with  determining  the  benchmark  unemployment  rate,  that 
is,  what  ought  to  be  used  as  the  standard,  full  employ- 
ment/unemployment rate. 

Another  one  concerns  determining  the  rate  of 
potential  productivity  growth,  which  is  very  tricky  at 
the  moment  because  of  the  higher  energy  costs  and  the 
allegation  that  somehow  energy  substitution  is  respon- 
sible for  the  slowdown  in  the  potential  rate  of  produc- 
tivity growth.  We  need  to  assess  the  growth  of  the 
capacity   of    the    economy   to  produce   for  that  reason. 

Now,  as  I  suppose  you  know,  the  responsibility  for 
the  potential  GNP  series  rests  with  the  Council  of 
Economic  Advisers.  This,  in  my  mind,  is  not  a  very 
good  idea  because  the  Council  of  Economic  Advisers  also 
resides  in  the  White  House  and  is  responsible  for 
articulating  the  economic  policies  of  the  government, 
of  the  presidential  administration. 

So,  it  has  a  political  view  of  the  world  as  well 
as  an  economic  view  of  the  world.  And  I  do  not  mean  in 
the  least  to  question  the  integrity  or  competence  of 
the  individual  members  of  the  Council  of  Economic 
Advisers.  1  myself  was  on  the  staff  of  the  Council  of 
Economic  Advisers  last  year. 

CHAIRMAN  LEVITAN:  I  could  not  ask  for  anything 
better. 


DR.    BARRETT:     When  the  Ford  Council  of  Economic 
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Advisers  revised  down  the  potential  GNP  series  by  a 
substantial  amount,  which  essentially  reduced  the 
gap--the  official  gap--between  the  actual  and  the 
potential  performance  of  the  economy,  this  was  a  matter 
taken  in  the  academic  community  with  quite  a  bit  of 
alarm.  Those  responsible  for  performance  should  not  at 
the  same  time  determine  the  benchmark. 

I  think  there  was  justification  for  revising  that 
potential  GNP  series  down  at  the  time,  but  it  should 
have  been  done  by  somebody  not  in  the  government,  or  at 
least  not  a  body  with  an  explicitly  political  mandate. 

In  any  event,  there  are  data  questions  as  well. 
We  do  not  have  very  good  data  on  what  the  effect  of 
energy  substitution  has  been  on  productivity  growth. 
In  my  view,  there  has  not  been  much  substitution  away 
from  energy  use,  so  a  lot  of  the  argument  is  sort  of  a 
long-run    argument    rather    than   a    short-run  argument. 

However,  we  do  not  have  very  good  information  on 
that  and  we  need  better  data.  The  same  thing  is  true 
with  the  interpretation  of  the  unemployment  rate  as  a 
measure  of  capacity.  We  need  much  better  information 
than  we  have  now  on  unemployment  of  hours  and  on  unem- 
ployment of  skills. 

It  seems  to  me  that  if  you  have  a  person  that  is 
in  a  job  that  does  not  fully  utilize  his  or  her  skills, 
for  whatever  reason,  then  your  economy  is  operating 
below  potential.  Art  Okun  and  Wayne  Vroman,  for 
example,  at  Brookings,  have  done  a  number  of  very 
excellent  studies  on  the  process  of  what  they  call 
worker  upgrading  of  the  business  cycle.  They  show  that 
workers  in  a  recession  get  downgraded  in  terms  of  the 
capacity  of  the  job  to  utilize  their  skills,  and  we 
really  need  to  get  some  better  measure  of  the  excess 
capacity  resulting  from  that  phenomenon. 

If  lower  wages  for  women  and  other  groups  result 
from  discrimination,  rather  than  a  lack  of  skills  on 
their  part,  then  actual  output  as  we  measure  it  is 
again  below  potential.  We  need  to  be  able  to  assess 
all  of  these  things  and  I  have  made  specific  sugges- 
tions in  my  paper  on  potential  GNP  for  how  we  could  get 
data  on  that  kind  of  thing. 
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CHAIRMAN  LEVITAN:  Dr.  Barrett,  we  thank  you.  I 
am  sorry  that  most  of  the  members  here  did  not  have  a 
chance  to  see  your  full,  complete  paper.  Some  of  the 
questions  would  be  answered.  We  are  a  little  amiss  in 
distributing  them,  but  we  will  do  so  soon. 

I  think  that  since  Mr.  Zazueta  is  not  here--what 
was  scheduled  next,  Marc? 

DR.  ROSENBLUM:  We  were  then  scheduled  for  lunch 
and  our  afternoon  speakers  have  not  yet  arrived. 

CHAIRMAN  LEVITAN:  And  what  time  are  they  expected 
to  arrive? 

DR.  ROSENBLUM:     About  1:30. 

CHAIRMAN  LEVITAN:  Which  means  that  we  will  take  a 
break  now  for  taking  in  some  victuals. 

(Whereupon,  at  12:00  p.m.,  the  hearing  was 
recessed . ) 

AFTERNOON  SESSION 

CHAIRMAN  LEVITAN:  Dr.  Ossofsky,  welcome  to  the 
hearings.  I  appreciate  very  much  your  being  able  to 
adjust  your  schedule  and  make  it  for  1:30,  but  we  had  a 
witness,  Mr.  Ricardo  Zazueta,  who  was  supposed  to  be 
here  earlier  and  he  did  not  show  up.  So,  thank  you 
very  much  for  coming  earlier. 

Dr.    Ossofsky,    I   understand  you  have  a  statement. 

DR.  OSSOFSKY:     I  do. 

CHAIRMAN  LEVITAN:  You  can  either  read  it  or 
include  it  in  the  record.  You  have  all  the  time  you 
need,  up  to  15  minutes. 
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STATEMENT  OF  JACK  OSSOFSKY, 
EXECUTIVE  DIRECTOR, 
THE  NATIONAL  COUNCIL  ON  THE  AGING 

DR.  OSSOFSKY:  Thank  you,  Mr.  Chairman.  I  will 
follow  the  statement,  although  I  will  make  some  inser- 
tions as  I  go  along. 

I  appreciate  the  opportunity  which  you  and  the 
members  of  the  National  Commission  on  Employment  and 
Unemployment  Statistics  have  given  us . 

I  am  Jack  Ossofsky,  Executive  Director  of  the 
National  Council  on  the  Aging,  NCOA,  a  private,  non- 
profit organization  which  provides  leadership  and 
guidance  in  the  development  of  services  for  older 
persons  in  hundreds  of  communities  throughout  the 
country. 

Since  1950,  the  Council  has  worked  to  improve  the 
lives  of  older  Americans  by  eliminating  the  problems  of 
aging  and  opening  up  opportunities  for  older  people. 
We  are  especially  committed  to  those  opportunities  such 
as  work  which  encourage  independence  and  self-suffi- 
ciency. 

Through  our  National  Institute  on  Age,  Work  and 
Retirement,  NCOA  has  provided  research,  information, 
technical  assistance  and  consultation  on  middle-aged 
and  older  workers  to  employers,  government  agencies  and 
universities  for  over  a  decade.  Our  quarterly  journal, 
"Aging  and  Work,"  formerly  "Industrial  Gerontology," 
has  created  a  body  of  knowledge  on  all  subjects  related 
to  middle-aged  and  older  workers. 

NCOA  is  very  pleased  to  appear  before  this  Commis- 
sion to  discuss  the  relationship  between  labor  force 
statistics  and  middle-aged  and  older  workers.  The 
importance  of  the  Coimnission* s  charge--to  revise  the 
way  in  which  information  on  our  nation's  employed  and 
unemployed  is  collected,  analyzed  and  reported — cannot 
be  overestimated. 

These  statistics  are  the  basis  for  the  distribu- 
tion of  funds  and  the  evaluation  of  federal  programs, 
such  as  the  Comprehensive  Employment  and  Training  Act, 
with  the  potential  of  helping  many  middle-aged  and 
older  people  return  to  the  active  labor  force  and 
maintain  their  economic  independence. 
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Thus,  I  am  sure  you  will  understand  our  concern 
that  the  current  approach  to  data  gathering  and  report- 
ing may  not  reflect  the  actual  employment  status  of 
middle-aged  and  older  workers. 

Current  statistics  show  that  older  workers  experi- 
ence a  markedly  low  rate  of  unemployment,  but  our 
experience  tells  us  this  is  false.  The  Bureau  of  Labor 
Statistics  (BLS)  reported  that,  in  1977,  the  average 
unemployment  rates  for  persons  45-54,  55-64  and  65  and 
over  were  4.0  percent,  3.9  percent,  and  5.1  percent, 
respectively. 

These  rates  are  lower  than  the  average  annual 
unemployment  rate  of  7  percent  and  especially  lower 
than  the  rates  for  those  16-19  and  20-24,  which  were 
17.7  percent  and  10.9  percent,  respectively.  If  we 
were  to  rely  solely  on  these  official  government  sta- 
tistics, we  might  perceive  an  optimistic  picture  of  the 
older  worker  in  the  economy. 

Yet,  numerous  studies  published  both  by  NCOA  in 
"Aging  and  Work"  and  elsewhere  question  the  accuracy  of 
the  official  statistics.  In  a  1975  monograph  by 
Elizabeth  Meier  for  NCOA,  using  the  Louis  Harris  survey 
data,  10  percent  of  those  aged  55-64  considered  them- 
selves to  be  unemployed,  that  is,  in  the  labor  force 
but  currently  unable  to  find  a  job. 

The  figure  of  10  percent  is  considerably  above  the 
official  government  figures  for  this  group  during  the 
same  time  period  of  May  through  July  1974  reported  as 
slightly  over  2  percent  for  males  and  3  percent  for 
females . 

Part  of  the  divergence  between  the  official  and 
survey  rates  is  caused  by  different  definitions  of 
unemployment.  BLS'  definition  of  unemployment  includes 
only  those  actively  seeking  work  during  a  certain 
period.  NCOA  has  stressed  a  number  of  times  that  these 
figures  do  not  include  thousands  of  "discouraged" 
workers  who  give  up  on  finding  work,  remain  unemployed, 
but    are    considered    to    be    outside    the    labor  force. 

As  a  recent  "Aging  and  Work"  article  states, 
"Advocates  of  a  broader  definition  of  unemployment 
believe  that  present  f igures--which  categorize  dis- 
couraged workers  as  not-in-the -labor-f orce--understate 
by  a   considerable  extent  the  true  unemployment  rate." 
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The  not-in-the-labor -force  categorization  may  be  par- 
ticularly misleading  with  regard  to  older  women  who 
have  given  up  the  search  for  employment. 

Though  the  category  "discouraged  worker"  covers 
all  ages,  it  is  older  workers  who  are  most  likely  to  be 
hidden  in  this  group.  During  the  first  quarter  of 
1978,  for  example,  workers  aged  55  and  above  consti- 
tuted 14.7  percent  of  the  civilian  labor  force  and  15.2 
percent  of  the  unemployed,  but  32.5  percent  of  the 
total  number  who  were  classified  as  discouraged. 

But  if  we  view  the  discouraged  worker  as  someone 
who  has  stopped  looking  for  employment  because  of  job 
market  conditions,  and  include  those  with  the  belief 
that  age  is  a  barrier  to  employment,  the  proportion  is 
36.3  percent,  two  and  one-half  times  the  proportion  of 
older  workers  in  the  labor  force. 

The  statistics  regarding  duration  of  unemployment 
also  support  the  contention  that  older  workers  are 
likely  to  become  "discouraged  workers"  once  unemployed. 
The  two  are  interrelated:  the  long  duration  of  unem- 
ployment for  the  older  worker  can  lead  directly  to  the 
"discouraged"  status.  The  average  mean  duration  of 
unemployment  in  1977  increased  with  age,  as  shown 
below. 


Ages 


Average  Mean 
Duration  in 
Weeks 


16-19 


8.9 


20-24 


12.9 


25-34 


15.3 


35-44 


16.5 


45-54 


19.3 


55-64 


21.2 


65+ 


22.6 
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Omitting  discouraged  workers  from  the  official 
unemployment  count  merely  hides  the  true  rate  of  unem- 
ployment and  deceives  the  public  into  believing  that 
this  group  is  not  in  need  of  assistance.  It  is  essen- 
tial that  the  official  definition  of  unemployment  be 
revised  to  include  the  discouraged,  whether  discourage- 
ment results  from  job  market  or  personal  reasons,  so 
that  the  many  older  workers  now  omitted  are  enumerated 
as  desiring  work. 

This  new  definition  of  unemployment  could  assist 
officials  charged  with  developing  programs  and  policies 
to  assist  older  workers.  As  it  now  stands,  published 
data  give  the  impression  that  joblessness  is  not  a 
serious  problem  among  older  workers. 

This  serious  failing  can  lead,  and  has  led,  to  an 
inequitable  distribution  of  federal  employment  and 
training  program  resources  and  caused  a  serious  detri- 
ment to  the  vast  numbers  of  older  people  who  still  need 
jobs . 

Unemployed  older  workers  are  also  often  hidden  in 
the  "Not  in  the  Labor  Force"  category  because  of  retire- 
ment. Dr.  A.  J.  Jaffee  of  Columbia  University  in  an 
unpublished  paper  states:  "One  of  the  reasons  for  the 
fact  that  unemployment  is  not  so  extremely  high  among 
older  workers  is  that  those  who  cannot  find  jobs  quit 
looking  and  simply  retire;  they  are  not  then  classified 
as  unemployed." 

It  is  important  here  to  note  that  in  a  recent 
study  of  supplemental  federal  unemployment  insurance 
benefits,  most  of  the  people  who  had  used  their  maximum 
benefits  and  subsequently  dropped  out  of  the  labor 
force  were  45  years  and  over;  70  percent  were  age  45 
years  and  over,  and  45  percent  were  55  and  over. 

It  appears  from  this  study  that  the  older  the 
individual,  the  greater  the  chance  that  he/she  will 
have  used  all  entitled  employment  insurance  and  still 
be  unemployed  or  out  of  the  labor  force  once  all  bene- 
fits have  expired.  This  increases  the  pressures  for 
many  older  jobseekers  to  elect  pension  and  Social 
Security  benefits  prematurely,  at  reduced  levels  and, 
thus,  cease  to  be  counted  in  the  labor  market. 

Others  have  been  involuntarily  retired  though  they 
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are  still  able  and  willing  to  work.  The  Louis  Harris 
survey  conmissioned  by  NCOA  revealed  that  "over  a  third 
of  those  who  are  retired  said  that  they  did  not  retire 
by  choice,  but  were  forced  to."  This  is  a  very  large 
group  of  older  people  who  are  also  listed  as  "not  in 
the  labor  force"  under  the  current  statistics. 

Clearly,  we  need  to  distinguish  between  voluntary 
and  involuntary  retirement  and,  then,  between  those  who 
were  forced  to  retire  but  still  are  able  and  willing  to 
work  and  those  who  are  not. 

Yet,  there  are  no  questions  in  the  monthly  Current 
Population  Survey  that  seek  to  ascertain  if  retirement 
was  voluntary  or  involuntary.  In  fact,  there  is  no 
breakdown  for  even  the  specific  category  of  "retired" 
under  the  "Not  in  the  Labor  Force"  category  in  the  A-3 
tables . 

If  these  data  are  to  be  useful,  a  subcategory  of 
retired  should  be  reported,  a  breakdown  made  of  volun- 
tary or  involuntary  retirement,  and  the  numbers  of 
those  who  want  to  go  back  to  work  counted. 

Other    issues    which  must   be    considered  include: 

In  general,  many  tables  published  by  BLS  lump  all 
workers  65  and  over  into  one  category.  The  passage  of 
the  1978  Age  Discrimination  in  Employment  Act  Amend- 
ments, PL  95-256,  will  raise  the  age  of  protection  to 
70  for  most  private  employees  and  eliminate  it  entirely 
for  federal  workers. 

Therefore,  it  is  imperative  that  more  detailed 
information  on  age  subgroups  within  the  65  and  over 
category  be  made.  Only  one  table  even  attempts  to  do 
this  now. 

Employment  and  poverty  status  by  age  is  tabulated 
in  unpublished  tables.  This  information  should  also  be 
reported  on  a  regular  basis  to  provide  guidance  to 
policymakers  and  administrators  in  programs  such  as 
CETA  or  the  older  worker  community  service  employment 
program.  For  the  same  reason,  it  would  be  desirable  to 
report  duration  of  unemployment  data  by  income,  as  well 
as  age. 

Table  A-18  which  highlights  duration  of  unemploy- 
ment by  sex,  age,  race,  and  marital  status  should  be 
published    in   a    form   that   includes  more   detailed  age 
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bTsakdawDB  '^^    .  ow  iis  xt  derennine  zttt  duration  level 

±OT  ttiDse  -40-44 ,  45-49 ,  et:t: .  ,  rarber  timn  the  current 
prese  ides,     i.e.,     35-44,     45-54,  etc. 

h-t ,  winch  reports  EtatxsticE  oi. 
-fill  1-  snxj  pan-ti»e  status  of  the  labor  force  by  age , 
siiould  be  available  in  laore  detailed  age  DrealLdowns 
than  S  "to  54  and  55  and  over .  hany  older  wortters  must 
D'  me  lobs,  ami  more  specific  age  break- 

Also,  ax  4#ould  be  valuable  to  kiux^  uou  sany  olaer 
worKers  with  part-ta«e  jobs  really  want  full -t  me 
emrij-ovment. .  T>articularly  because  this  could  suggest  tne 
e.--  -IS  in  these  categories  Bay  e2q>eri- 

e:        •      ..  I  -i>s . 

Tite  eini»j.oviBeiit  status  of  middle-aged  and  older 
v^  i.tir:  louxc  t>e  signi  f  icantly  laproved  if  their 
emi'xovment  assistance  needs  were  more  accurately 
lefl*  :    official  oata . 

)rt,  WE  urge  your  sost  serious  attention  tc 
our  jreconnendations  concerning  the  adequacy  of  curreni 
older  worker  imem  '   rates,  the  need  to  reclassifv 

many  so-callec  '  c  ^ed'    workers ,   and  the  neec  for 

more  detailed  informs tj. on  on  those  who  identify  thea- 
selves  as  retired,  as  well  as  on  the  fuil-and  part-timt 
«nploynent  leeds  of  older  worters. 

Thank   yoii   for   your   consideration    of    our  views 

CIlAIfitlAK  lilVTTAK:     Tliank  you  very  much. 

MS .  ii^ILLS :  Are  yon  suggesting  that  one  of  the 
t:  we  need  to  dc  is  to  take  a  loor.  at  the  CPS 

21-  some  questions  not  only  to  get  more  clari- 

^cation  tin  the  discouraged  workers .  but  also  to  find 
-out  more  information  in  terms  of  retirement — forced 
retirement — in  presenting  the  CPS? 

Jft^.  OSSOFSKY:     That  ir   co-- e-t  precisely. 

ME.  WILLS:  Iftiy  are  yoL  'zlluo^^u^  tne  CPS  as  the 
metho  d  o  J.  ogy^' 

DR.  OSSCBraKi:  itell,  there  seems  tc  be  soik  basis, 
based  on  some  of  the  other  questions  raised  there,  to 
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be  able  to  differentiate  and  relate  to  other  data  that 
you  have.  We  have  no  particular  emphasis  on  one  method 
or  another,  but  would  like  to  integrate  it  with  other 
data  that  you  are  gathering  now  and  to  differentiate  a 
little  bit  more  clearly  within  the  existing  questions 
that  are  currently  being  asked. 

We  do  not  pretend  to  be  experts  in  the  statistical 
gathering  field  here  nor  in  the  methodologies  used. 
What  we  do  claim  some  expertise  in  is  that  what  we  are 
finding  in  life  is  not  being  reflected  in  data.  Yet, 
the  policies  that  are  being  developed  to  reflect  what 
is  going  on  in  the  communities  are  based  on  the  data. 

Therefore,  we  need  to  make  some  changes.  If  you 
want  to  find  another  more  appropriate  way  to  do  it,  we 
are  very  open  to  those  suggestions.  It  just  seemed  to 
us  more  appropriate  to  build  it  into  your  current 
methodologies . 

MS.  WILLS:  Do  you  think  that  by  adding  the  dis- 
couraged worker  as  a  part  of  the  count  of  unemployment 
that  that  will  solve  many  of  the  problems  that  you  are 
concerned  about? 

DR.  OSSOFSKY:  If  you  look  at  the  way  CETA's  funds 
are  being  utilized  in  the  communities,  for  example,  you 
will  discover  that  while  middle-aged  and  older  workers 
represent  perhaps  half  of  the  work  force  in  our 
country,  they  are  lucky  if  they  are  reflected  in  4 
percent  of  the  client  groups  of  that  program. 

There  are  many  tasks  that  need  to  be  taken  to 
overcome  it  and  one  of  them  is  the  gathering  of  data. 
That  happens  to  be  the  purview  of  this  Commission.  We 
will  take  other  tasks  to  other  committees  and  commis- 
sions at  the  appropriate  time. 

This  is  not  an  issue  or  a  battle  that  we  can 
resolve  by  simply  taking  one  simplified  answer  to  it, 
but  we  at  least  need  the  hard  data  and  we  do  not  think 
we  are  getting  it  sufficiently  here. 

CHAIRMAN  LEVITAN:  Dr.  Ossofsky,  why  do  you  assume 
that  the  enumerators  discriminate  against  older  people, 
although  I  find  it  difficult  to  define  older  people  at 
age    40.      Why  do  you  assume   that   the   enumerators ,  are 
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more  prone  not   to   count   or  interview  them  in  the  way 
they  do  everyone  else? 

If  anything,  I  would  think  that  older  people  would 
be  easier  to  reach.  The  undercounting  problem  is  cer- 
tainly much  lower  at  that  age.  Why  do  you  think  that 
CPS  is  not  doing  a  proper  job  in  this  area? 

DR.  OSSOFSKY:  I  am  not  sure  I  can  give  you  a  very 
good  answer  to  that.  All  I  know  is  that  when  we  com- 
missioned Lou  Harris  to  do  the  study  of  older  people, 
we  set  up  an  advisory  committee  that  included  special- 
ists in  social  research  and  gerontology  who  knew  some- 
thing about  the  conditions  of  older  people. 

Lou  Harris,  normally  in  a  national  poll,  will 
interview  1,800  people.  In  meeting  our  requirements, 
he  had  to  interview  over  4,000--close  to  5,000--we 
oversampled,  particularly  to  reach  older  blacks  and 
minorities  in  order  to  be  able  to  draw  some  valid  con- 
clusions . 

I  can  tell  you  too  that  some  10  years  ago  when  I 
directed  a  program  for  the  Office  of  Economic  Oppor- 
tunity on  behalf  of  the  National  Council,  called 
Project  Find,  what  we  underscored  at  that  time  and  in 
the  years  that  followed  is  that  you  have  to  knock  on 
every  door  in  order  to  find  the  older  people,  particu- 
larly those  who  are  most  vulnerable,  those  who  have 
given  up  hope  and  those  who  are  isolated  from  the  life 
of  the  community. 

But  while  I  am  not  suggesting  that  your  enumera- 
tors do  not  do  a  good  job  for  the  normal  segments  of  i 
our  society,  you  have  to  look  very  hard  and  very 
thoroughly  to  find  the  older  people,  and  it  may  very 
well  be  that  what  is  adequate  in  seeking  out  and  docu- 
menting the  needs  of  the  rest  of  the  population  is  not 
good  enough,  not  detailed  enough  in  locating,  gathering 
the  data,  and  finding  adequate  responses  on  the  part  of 
older  people. 

There  is  also  the  question  of  how  questions  are 
raised  with  older  people.  We  know  that  if  anybody 
knocks  on  the  door  and  asks  certain  kinds  of  questions, 
he  may  find  it  more  difficult  to  get  a  valid  answer 
unless  the  questionnaire  and  the  whole  issue  is  couched 
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3y    in   terms    that  make   it  comfortable   for  the  person  to 
answer. 

Id  Now,  I  would  not  suggest  that  this  is  true  for  all 

fi  older  people.  I  do  not  want  to  stereotype  all  old 
at    people,  but  it  is  true  for  enough  that  we  need  to  take 

special    means    to   make    sure   we   are   getting  accurate 

data. 

17  The  other  part  of  the  answer  is  that  it  is  at  such 

n-    variance  with  what  we  who  work  with  older  people  are 
J,  1  finding  in  the  data  that  we  uncover. 
[- 

!■  CHAIRMAN  LEVITAN:     I   do  not  understand.     Are  you 

mentioning  that  older  people  are  having  problems,  or  is 
1  it  a  question  of  counting?  Because,  for  example, 
,  Dr.  Ossofsky,  you  mentioned  very  eloquently  in  your 
e  i  testimony  that  older  workers  seem  to  have  longer 
d 1  periods  of  unemployment,  something  which  you  can  docu- 
•  j  ment . 

Now,    I   would  not  be  surprised  at  that,  because 
I     older    people    very    frequently    retire    and    can  still 
collect  unemployment  insurance  in  a  number  of  states. 

d 

a  DR.  OSSOFSKY:  Sometimes. 

a 

CHAIRMAN  LEVITAN:    No,  isn't  it  a  fact? 

!  DR.  OSSOFSKY:    I  do  not  know  how  much  of  a  fact  it 

is.  I  know  of  many  instances  in  which  some  older 
people  do  that. 

CHAIRMAN  LEVITAN:  Well,  I  know  that  in  a  number 
of  larger  states  they  do  allow  retirement  and  then 
collection  of  unemployment  insurance. 

DR.  OSSOFSKY:  If  it  is  a  mandatory  retirement; 
not  if  it  is  voluntary  retirement.  That  would,  how- 
ever, not  deal  with  the  great  volume  that  we  are  find- 
ing here  of  people  who  are  not  eligible  for  retirement 
yet.  If  we  were  to  single  out  the  people  who  were  65 
or  even  62,  you  might  be  able  to  make  a  pretty  good 
case,  at  least  in  those  states. 

How  do  you  deal  with  the  person  who  is  55?  How  do 
you  deal  with  the  person  who  is  63  or  61  and  not  eligi- 
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ble  for  Social  Security?  So,  I  think  we  are  dealing 
with  a  much  broader  issue  here  on  how  we  deal  with  the 
growing  numbers  of  older  people  in  our  society  and  one 
of  the  reasons  that  we  need  to  begin  getting  some  good, 
hard  data  now  is  that  the  trend  in  our  population  is 
such  that  we  had  better  begin  shaping  our  data  pretty 
accurately  to  prepare  for  changes  in  our  population  in 
the  coming  years. 

CHAIRMAN  LEVITAN:  I  assure  you.  Dr.  Ossofsky, 
that  the  Commission  will  be  very  sympathetic  with  the 
concerns  you  expressed.  But  isn't  it  also  true  that 
the  availability  of  private  pensions  (which  I  didn't 
hear  you  mention  in  your  testimony)  might  also  have 
something  to  do  with  the  employment  and  unemployment 
status  of  older  people  in  the  labor  force? 

DR.  OSSOFSKY:  Yes,  it  has  something  to  do  with 
it.  But,  how  do  you  account  for  the  fact  that  4  mil- 
lion older  people,  many  of  whom  are  drawing  pensions, 
made  it  clear  that  they  are  drawing  those  pensions 
because  that  is  their  source  of  income  at  the  moment, 
they  are  entitled  to  them,  but  they  would  rather  go 
back  to  work? 

How  do  you  account  for  the  fact  that  we  now  have 
close  to  50,000  people  in  the  Title  IX  program  who  are 
willing  to  give  up  in  many  cases  not  only  Medicaid 
benefits,  because  we  are  dealing  with  the  older  poor, 
but  other  sources  of  income  in  order  to  go  back  to 
work? 

The  fact  of  the  matter  is  that  for  great  numbers 
of  this  generation  of  older  people  the  opportunity  to 
work  and  the  additional  income  is  much  more  important 
and  much  greater  potentially  an  income  than  the  dollars 
they  get  in  pensions.  In  private  pensions,  of  course, 
they  are  only  covering  a  small  fraction  of  today's 
generation  of  older  people. 

CHAIRMAN  LEVITAN:  Again,  Dr.  Ossofsky,  I  am  not 
quarreling  with  you  and  with  your  concerns,  but  this 
Commission's  interest  is  in  statistics. 


DR.  OSSOFSKY:    Of  course. 
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CHAIRMAN  LEVITAN:  And  if  you  mention  4  million 
and  then  you  say  in  the  next  breath  50,000,  it  would 
seem  to  me  that  is  a  very  small  percentage  of  4  mil- 
lion. 

DR.  OSSOFSKY:  You  underscore  precisely  the  need 
for  expansion  of  the  Title  IX  program.  There  are  4 
million  people   

CHAIRMAN  LEVITAN:     That  is  not 

DR.  OSSOFSKY:  I  understand,  but  that  is  where  the 
difference  comes  from.  You  are  asking  me:  If  there 
are  4  million  people  who  want  to  work,  how  come  only 
47,000  are  employed?  Because  that  is  the  total  number 
of  jobs  currently  provided  by  that  particular  program. 

CHAIRMAN  LEVITAN:  Dr.  Ossofsky,  before  the  clock 
rings  again,  do  you  have  something  really  specif ic-- 
except  for  the  discouraged  worker,  which  everybody 
seems  to  be  mentioning  here.  What  else  can  be  done 
either  through  CPS  or  through  any  organization  that 
would  improve  the  statistics  you  want  about  older 
workers?  And  I  hope  you  would  stop  defining  them  at 
age  40. 

DR.  OSSOFSKY:  If  the  prejudice  and  conditions  of 
discrimination  would  stop,  we  would  not  have  to  define 
them  that  way.  The  circumstance  of  defining  them  stems 
from  trying  to  deal  with  the  problem,  not  from  a  search 
for  a  definition. 

I  am  not  sure  that  I  could  very  accurately  define 
what  an  older  worker  is  because  I  think  that  all  you 
learn  about  chronological  age  by  an  individual  is  how 
many  candles  to  buy  for  his  cake  or  her  cake.  That  is 
about  all  that  tells  you. 

We  think  that  we  have  to  get  much  more  firm  and 
complete  data  about  the  middle-aged  and  older  worker 
for  the  reasons  that  we  have  cited.  We  think  that  they 
are  not  being  adequately  represented  in  the  figures 
that  you  have  available.  Public  policy  is  based  on 
those  figures  and  resources  are  made  available  based  on 
those  figures,  and  our  own  experience  in  data  seems  to 


76 


show  that  we  are  not  finding  them  in  sufficient 
quantities  as  they  are  being  found  by  others  outside 
the  system. 

And  what  we  are  urging  you  to  do  is  to  find  a  more 
appropriate  way  to  do  so,  and  then  among  those  you 
interview  to  differentiate  between  the  ages  of  the 
discouraged  worker  and  the  courses  of  retirement  as 
well.  I  think  it  would  give  us  perhaps  a  fair  picture 
of  unemployment  in  our  country,  but  also  a  more  accu- 
rate one. 

CHAIRMAN  LEVITAN:  Dr.  Ossofsky,  I  will  ask  the 
question  in  another  way.  You  have  been  in  this  busi- 
ness for  a  number  of  years,  if  1  remember  correctly. 
The  present  Secretary  of  Commerce  was  a  member  of  your 
group,  as  are  many  other  distinguished  citizens.  You 
have  a  lot  of  resources. 

Do  you  think  that  your  organization  could  tell  us 
better  ways  of  counting  your  constituency,  or  do  you 
want  to  leave  it  to  the  rhetoric  that  you  have  supplied 
us  with? 

DR.  OSSOFSKY:  I  would  be  happy  to  have  some  of 
the  specialists  who  have  worked  with  us  in  the  develop- 
ment of  specific  techniques,  who  are  better  equipped 
than  I  am  in  the  technology  of  statistical  data,  the 
gathering  of  such  data,  and  polling  methodologies,  to 
meet  with  your  Commission,  either  formally  or  infor- 
mally, to  share  with  you  the  methodology  we  have  used 
in  other  data  which  has  given  us  altogether  different 
results  than  those  used  by  the  Bureau  of  Labor  Statis- 
tics . 

CHAIRMAN  LEVITAN:  Would  you  provide  that  for  the 
record  of  the  Commission? 

DR.  OSSOFSKY:  I  would  be  happy  to  supply  you  with 
the  names  of  such  people  for  the  record  and  to  set  up 
any  meetings  that  would  be  of  value  to  the  Commission 
to  achieve  that  goal.  We  welcome  the  opportunity  to 
work  with  you  in  that  regard  and  welcome  your  inquiry. 
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CHAIRMAN  LEVITAN:  I  would  appreciate  your  doing 
so.     Thank  you  very  much. 

DR.  OSSOFSKY:     Thank  you. 

MR.  ANDERSON:  I  have  a  question  about  the  treat- 
ment of  discouraged  workers.  As  you  know,  the  defini- 
tion of  unemployment  at  the  current  time  is  intended  to 
permit  us  to  identify  people  who  are  willing  and  are  in 
fact  actively  engaged  in  seeking  work.  The  burden  of 
your  testimony,  Dr.  Ossofsky,  is  that  those  persons  who 
say  they  want  jobs  but  are  not  doing  anything  to  seek 
jobs  should  be  added  to  those  who  do  not  have  jobs  and 
are  looking  for  them  in  order  to  have  a  more  comprehen- 
sive measure  of  unemployment. 

That  would  seem  to  suggest  that  what  economists 
call  the  labor  market  test  should  be  disregarded  alto- 
gether, and  1  wonder  if  you  think  that  is  the  case  or 
whether  you  think  there  might  possibly  be  some  way  to 
inquire  into  when  an  individual  most  recently  sought 
work  as  a  way  of  trying  to  get  at  the  willingness  to 
work. 

Do  you  think  that  a  person,  for  example,  who  has 
sought  work  within  the  last  six  months  might  be  counted 
as  unemployed,  or  the  last  year?  Or  what  about  a  per- 
son who  has  not  sought  work  in  the  past  two  to  three 
years?  Should  that  person  still  be  counted  as  unem- 
ployed in  your  view? 

DR.  OSSOFSKY:  Mr.  Anderson,  the  most  practical 
way  I  can  answer  that  question  has  to  do  with  the  fact 
that  when  we  have  gone  out  and  provided  the  opportunity 
for  viable  employment  for  middle-aged  and  older 
workers,  many  who  had  not  been  able  to  get  a  job  for  15 
years  and  10  years  suddenly  agreed  to  take  a  job,  wel- 
comed it,  because  they  had  given  up  hope  of  ever 
getting  a  job  again. 

It  is  very  hard,  therefore,  to  draw  a  line  in  a 
way  that  would  respond  specifically  to  your  question. 
It  may  very  well  be  there  needs  to  be  some  relationship 
between  age  and  past  attempt  to  seek  employment,  but  we 
have  not  found  any  period  of  time  as  a  clear  line  of 
demarcation  in  our  own  work  with  older  people  over  the 
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last  number  of  years  that  would  dispel  the  notion  that 
given  a  chance  to  take  the  job,  the  worker  who  really 
wanted  that  job  did  not  do  so. 

CHAIRMAN  LEVITAN:  Dr.  Ossofsky,  we  will  look  for- 
ward to  you  supplying  us  with  the  technical  information 
on  how  to  better  count  older  workers.  I  am  sorry  we 
cannot    do    anything    about    providing    jobs    for  them. 

DR.  OSSOFSKY:  Well,  at  least  you  can  start  by 
giving  us  some  hard  data  to  maybe  make  some  changes  in 
our  perceptions. 

CHAIRMAN  LEVITAN:  We  will  do  our  best.  Thank  you 
very  much. 

DR.  OSSOFSKY:     Thank  you  very  much. 

CHAIRMAN  LEVITAN:  Our  next  witness  is  Professor 
Edward  Kalachek  from  Washington  University  in  St. 
Louis,  Missouri. 

Professor  Kalachek  has  already  done  yeoman's  work 
for  the  Commission  by  preparing  an  excellent  paper  on 
the  subject  which  he  is  going  to  address  right  now. 
Professor  Kalachek,  you  have  12  to  15  minutes  to  sum- 
marize whatever  you  want  to  say. 

EDWARD   KALACHEK,    PROFESSOR   OF  ECONOMICS, 
WASHINGTON  UNIVERSITY 

DR.  KALACHEK:  Thank  you  very  much  and  let  me 
thank  the  Commission  for  the  opportunity  of  expressing 
my  views  before  them  today. 

Most  of  our  employment  and  unemployment  statistics 
are  cross-sectional  and  were  devised  as  monitoring 
devices.  They  were  created  to  answer  questions  about 
levels  and  incidence.  Questions  like:  What  is  the 
unemployment  rate?  How  does  it  differ  between  whites 
and  blacks,  between  the  young  and  the  old,  and  between 
factory  and  office  workers? 

Over  time,  these  cross-section  series  have  been 
expanded  and  improved.  As  a  result,  they  have  measured 
labor  market  performance  with  increasing  detail  and 
precision,  thus  facilitating  the  identification  of 
problem  groups  and  problem  areas. 
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t  This    very    success    in   identifying   problems,  to- 

y  gether  with  continuing  efforts  at  treatment  by  the 
federal  government,  have  accentuated  the  need  for  new 
and  different  types  of  information.     The  key  questions 

•  have   gradually  changed   from  "what"   and  "how  many"  to 

Q  "why"  and  "how"  and  "does  it  matter?" 

e  The  construction  of  public  policy  has  increasingly 

required  inferences  on  the  stability  of  populations,  on 
the    impact   of   processes,    and   on  behavior  responses, 
y  i         For   example,    how  many  of  those  who  are  poor  or 
i  unemployed  today  are   likely  to  be  poor  or  unemployed 
tomorrow?     What   is  the  impact  of  persistent  unemploy- 
u  ment  or  nonlabor  force  status  as  a  teenager  on  employ- 
ment   stability   and   wages    as    an   adult?     What  is  the 
impact  of  training  on  subsequent  employment  and  wages? 
How  will  labor  supply  change  if  wages  or  nonemployment 
incomes  are  altered? 
J  The    traditional    cross-section    series    have  been 

used  in  ingenious  and  invaluable  ways  to  seek  answers 
to  such  questions.    However,  they  were  created  to  meas- 
ly ure,    not   to   explain.     As   tools   for  explaining  labor 
^  market   behavior  and  outcomes,    they  have  often  proven 

inefficient  or  inadequate. 
.  i  As  a  result,  government  agencies,  beginning  in  the 
nid-1960s,  have  sponsored  a  number  of  special  purpose 
longitudinal  series  specifically  designed  to  facilitate 
the  investigation  of  change  and  the  uncovering  of 
pausal  relationships. 

These  longitudinal  series  or  panels  involve 
g  Irepeated  interviews  over  time  with  the  same  sample  of 
g  people.  They  permit  observation  of  the  experiments 
continuously  being  conducted  in  the  real  world  where 
J  wages,  income,  training,  job  opportunities,  health,  and 
^  age  are  continuously  altering. 

1^  Our  experience  with  this  panel  data  has  been  quite 

g  Limited;  tapes  from  the  National  Longitudinal  Survey 
^  and  from  the  Income  Dynamics  panel  containing  three 
^  successive   observations    on   the   same   individuals  have 

3een  publicly  available  only  for  the  last  five  years. 
^  Che  research  and  policy  analysis  done  during  this  brief 
J  period   is   impressive   in  both  amount  and  significance, 

lowever,  particularly  given  the  problems  of  early  users 
,  The  promise  shown  by  this  analysis  is  sufficiently 


80 


I 


great  that  it  can  support  the  following  assertion:  if 
significant  advances  are  to  be  made  during  the  next 
decade  in  our  knowledge  of  how  the  labor  market 
operates  and  of  how  it  responds  to  policy  initiatives, 
that  knowledge  will  most  likely  come  from  work  utiliz- 
ing longitudinal  data. 

The  special  purpose  panels  have  already  demon- 
strated their  high  priority  place  in  the  system  of 
employment  and  unemployment  statistics.  Their  creation 
has  moved  the  portfolio  of  statistics  in  the  right 
direction,  but  has  not  moved  it  far  enough. 

The  special  purpose  panels  have  a  small  sample 
size  and  they  reinterview  infrequently.  They  conse- 
quently are  not  optimal  for  fully  investigating  prob- 
lems which  during  any  time  period  affect  only  a  small 
portion  of  the  population  or  which  persist  for  only 
modest  time  intervals;  problems  like  job  turnover  or 
unemployment. 

Happily  the  instrument  for  analyzing  these  prob- 
lems is  readily  at  hand.  It  is  the  Current  Population 
Survey  (CPS).  The  CPS  is  clearly  the  most  promising 
frontier  for  the  further  extension  of  longitudinal 
analysis . 

While  CPS  is  a  cross-section  survey,  its  sampling 
format  f elicitiously  creates  subpanels  of  16  months* 
duration.  CPS  thus  collects  longitudinal  data  as  a 
byproduct  of  an  ongoing  cross-section  survey.  All  that 
is  required  to  open  this  seeming  treasure  house  for 
exploitation  is  the  quite  modest  effort  of  regularly 
matching  observations  across  survey  periods  creating 
what  are  called  matched  or  gross  flows  tapes. 

Since  the  duration  of  the  CPS  panel  is  short  and 
the  length  of  the  CPS  questionnaire  is  limited,  the 
gross  flows  tapes  will  not  be  substitutes  for  the 
special  purpose  panels.  They  will  be  complements.  A 
large  sample  size  and  eight  interviews  within  16  months 
makes  CPS  the  ideal  instrument  for  investigating  short- 
run  labor  force  dynamics . 

Given  the  strong  and  continuing  interest  in  the 
causes  and  repercussions  of  unemployment,  it  is  ironic 
that  the  most  powerful  vehicle  for  analyzing  the  unem- 
ployment experience  has  long  been  readily  at  hand,  but 
has  been  virtually  unexploited. 
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Let  me  enumerate  just  a  very  few  of  the  questions 
CPS  panels  can  be  used  to  investigate:  What  is  the 
impact  of  the  seasonality  of  industry  on  labor  force 
participation  and  unemployment?  Where  do  seasonal 
industries  obtain  workers  in  the  boom  season?  How  much 
unemployment  is  due  to  industry-specific  cycles?  How 
much  unemployment  is  due  to  tight  production  management 
closing  down  or  laying  off  workers  for  brief  periods 
when  production  seems  to  be  outstripping  sales? 

How  many  workers  who  enter  unemployment  through 
layoff  return  to  their  original  employer?  What  dif- 
ferentiates workers  who  return  to  the  same  employer 
form  those  who  find  jobs  elsewhere?  What  types  of 
workers,  by  age,  sex,  race,  education,  do  expanding 
industries  hire? 

Does  it  vary  depending  on  the  size  of  the  expan- 
sion and  the  stage  of  the  business  cycle?  Such  topics 
are  only  the  tip  of  the  iceberg.  The  recurring  CPS 
interview  schedules  can  periodically  be  supplemented  by 
special  questions.  This  capability  for  supplementation 
is  perhaps  the  most  attractive  aspect  of  CPS  viewed  as 
a  panel. 

It  means  that  the  CPS  gross  flows  tapes  can  be 
used  in  a  timely  and  flexible  fashion  to  investigate 
questions  of  immediate  policy  concern.  As  an  example, 
let  me  cite  the  work  currently  being  done  by  matching 
replies  to  the  Job  Search  Supplement  of  May  1976  with 
interview  data  from  subsequent  months. 

As  you  are  aware,  the  responsible  government  agen- 
cies have  long  been  reluctant  to  make  gross  flows  data 
publicly  available.  Limitations  and  biases  in  the  data 
have    been   cited   as   the    reason   for   this  reluctance. 

However,  all  statistical  series  inevitably  have 
limitations  and  biases.  Work  already  accomplished  at 
BLS  and  elsewhere  make  it  quite  clear  that  the  biases 
in  the  gross  flows  data  can  be  readily  circumvented  by 
skillful  analysts. 

Developing  controls  and  corrections  for  these 
biases  is  not  an  unsurmountable  task.  Indeed,  it  is 
not  even  a  particularly  difficult  task.  The  task  would 
have  been  accomplished  long  since  if  the  motivation 
were  present.  I  would  strongly  urge  the  Commission  to 
recommend  a  high  priority  for  the  regular  preparation 
of  matched  CPS  tapes  for  public  use. 
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CPS  has  evolved  without  any  thought  being  given  to 
longitudinal  analysis.  If  it  begins  to  be  used  as  a 
panel,  it  should  be  possible  to  make  a  number  of  small 
changes    which    will    greatly    augment    its  potential. 

One  such  change,  also  useful  for  cross-sectional 
analysis,  would  be  to  collect  information  on  hourly 
earnings   three  or  four  times  a  year  rather  than  once. 

Finally,  if  gross  flows  tapes  are  generated,  the 
absence  of  adequate  information  experienced  at  work  and 
on  the  employer  would  be  the  major  remaining  gaps  in 
our  portfolio  of  longitudinal  data.  Panels  like  cross- 
sectional  surveys  have  concentrated  on  the  individual 
and  on  the  household  as  isolated  units,  as  sole  sources 
of  information,  and  as  information  sources  primarily  on 
demographics,  family  background,  labor  market  status, 
wages,  and  earnings. 

However,  understanding  labor  market  actions  and 
outcomes  requires  information  on  the  work  site  as  well 
as  on  the  worker.  Our  knowledge  of  wage  determination, 
of  the  labor  supply  decision,  of  the  retirement  deci- 
sion, of  job  turnover,  and  of  the  determinants  of  unem- 
ployment would  be  greatly  enriched  if  we  knew  more 
about  the  characteristics  of  the  work  place  and  of  the 
employer. 

NLS  and  others  have  obtained  some  pertinent  infor- 
mation by  directly  asking  respondents  work-related 
questions . 

However,  the  typical  respondent  may  know  little 
about  the  size  of  the  establishment  or  firm,  its  turn- 
over rates,  production  processes,  personnel  policies, 
or  comparative  wage  levels.  Even  where  he  is  quite 
knowledgeable,  as  in  the  case  of  working  conditions, 
responses  could  be  better  interpreted  if  we  had  a 
number  of  separate  judgments. 

The  closing  of  these  data  gaps  will  not  be  a 
simple  and  straightforward  matter  like  the  generation 
of  gross  flows  tapes.  Rather,  it  will  require  ambiti- 
ous and  innovative  planning.  What  is  needed  is  a  two- 
stage  sampling  format  in  which  establishments  are  the 
first  stage  and  workers  the  second  stage  sampling  unit. 

Information  could  then  be  obtained  from  the 
worker,  from  his  employer,  and  from  his  union  and 
matched  onto  one  record.  A  two-stage  probability 
sample  is  not  unprecedented. 
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The  National  Longitudinal  Survey  of  the  high 
school  class  of  1972  sampled  first  schools  and  then 
students  chosen  from  those  schools.  This  procedure 
enabled  it  to  match  the  student's  school  record  with 
information  obtained  directly  from  the  student  by 
interview. 

CHAIRMAN  LEVITAN:    Thank  you,  sir. 

MR.  MOSKOW:  Professor  Kalachek,  I  am  not  sure  if 
you  were  here  this  morning,  but  I  believe  it  was  Marvin 
Kosters  who  discussed  longitudinal  surveys  a  bit,  and  I 
believe — if  I  am  correctly  quoting  him--his  view  was 
that  he  believed  in  longitudinal  surveys  and  expanding 
them,  but  he  thought  before  any  steps  were  taken  that 
we  should  have  a  thorough  review  of  all  of  the  existing 
longitudinal  surveys,  the  Ohio  State  University  data, 
and  others  that  have  been  constructed,  and  the  work 
that  has  been  done  on  these. 

Do  you  share  that  view  now,  that  we  should  have  a 
thorough  review  of  all  of  these  before  we  make  any 
recommendations,  such  as  the  ones  that  you  have  men- 
tioned in  your  paper  here? 

DR.  KALACHEK:  Let  me  differentiate  my  response  in 
the  following  fashion.  When  I  am  talking  about  creating 
matched  tapes  using  CPS  data,  what  in  effect  is  true  is 
that  the  information  already  exists.  The  surveys  have 
already  taken  place. 

What  I  personally  would  regard  and  have  long 
regarded  as  one  of  the  great  treasure  houses  of  poten- 
tial information  on  short-run  labor  force  dynamics  is 
lying  there  virtually  unexploited.  Given  that  for  20 
years  economists  have  been  recommending  the  exploita- 
tion of  this  data  and  given  my  own  strong  belief  that 
nowhere  in  the  whole  area  of  statistics  would  the  rate 
of  return  on  expenditure  be  higher,  I  would  very 
strongly  urge  the  Conomission  to  recommend  that  the 
responsible  government  agencies  proceed  immediately 
with  the  process  of  matching. 

Now,  I  am  not  out  of  sympathy  with  Professor 
Kosters'  desire  for  a  thorough  review  of  existing 
panels    as    a   means    of   providing   guidance    for  future 
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developments.  Over  the  past  decade  we  have  created  a 
number  of  panels.  Only  two  have  been  operative  long 
enough  and  generated  enough  data  to  permit  a  signifi- 
cant quantity  of  analytic  work. 

Given  these  two  panels  and  others  which  are  now 
becoming  more  available",'  there  is  very  little  question 
in  my  mind  that  knowledge  of  what  is  going  on  in  the 
labor  market  and  policy  relevant  research  is  increas- 
ingly going  to  be  based  on  panel  data. 

This  creates  a  strong  case  for  a  continuing  exami- 
nation of  the  merits  and  limitations  of  panel  data  and 
for  coordination  between  panels.  I  tempered  my  lan- 
guage carefully  on  this  issue  in  my  recommendations  to 
the  Commission.  The  thought  of  recommending  a  small 
government  section  or  committee  to  review  and  coordi- 
nate panels  simply  bothers  me. 

I  believe,  on  the  basis  of  long  personal  experi- 
ence--though  it  is  a  matter  I  cannot  document — that  if 
we  had  created  a  central  statistical  agency  back  in  the 
mid-1960s  to  coordinate  the  development  of  panels,  we 
would  not  have  experienced  the  rich  and  productive 
flowering  panels  which  has  occurred. 

Nonetheless,  I  think  that  it  would  be  a  highly 
advisable  thing  while  minimizing  bureaucracy  to  take  a 
really  serious  look  at  the  nature  or  biases  which  arise 
in  panels,  at  the  differences  in  results  between 
panels,  and  at  comparisons  between  panel  and  CPS 
results . 

I  think  that  far  too  little  methodological  work 
has  been  done  in  this  area.  It  would  now  be  useful  to 
have  someone  responsible  for  analyzing  potential  biases 
in  panels,  and  for  coordination  between  panels.  I 
would  depart  from  Professor  Kosters  mainly  in  believing 
that  review  coordination  and  contemporaneous  action  are 
all  feasble  and  desirable.  Thus,  I  see  no  reason  to 
delay  the  matching  of  CPS  tapes,  or  the  recommending 
and  creation  of  a  two- stage  employer -employee  survey. 

MR.  MOSKOW:  If  I  could  return  just  to  the 
matching  of  the  CPS  for  just  a  minute,  I  assume  this  is 
something  you  would  like  to  see  done  on  a  regular 
basis . 


DR.  KALAHCHEK:  Yes. 
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MR.  MOSKOW:  Like  a  quarterly  basis  or  twice  a 
year  or  something  of  that  sort,  once  a  year? 

DR.  KALACHEK:  You  should  understand  that  once  the 
mechanism  is  established,  matching  this  will  not  be  a 
{terribly  expensive  or  complicated  operation.  I  would 
like  to  see  continuous  matching. 

Each  rotation  group  should  be  matched  throughout-- 
first  month,  second  month,  third  month,  fourth  month, 
and  then  picked  back  up  the  13th,  I4th,  15th  and  16th 
month . 

This  would  be  an  enormous  source  of  potential 
(information  on  labor  force  dynamics.  If  we  matched 
iwith  some  of  the  special  supplements,  the  information 
ibase  becomes  even  larger. 

My  own  feeling  is  that  complete  matching  across 
irotation  groups  is  the  desirable  outcome.  It  will  give 
us  the  most  experience  with  this  data  and  the  ability 
to  learn  most  quickly.  Clearly,  I  would  be  quite  con- 
tent with  some  lesser  degree  of  matching.  Something  is 
always  better  than  nothing. 

My  impression,  however,  is  that  the  difference  in 
cost  is  not  enormous  and  the  difference  in  benefits 
might  be. 

CHAIRMAN  LEVITAN:  What  is  your  concept  of  enor- 
mous? 

DR.  KALACHEK:  Once  you  establish  the  program,  it 
is  a  mechanical  matter  of  matching  observations  and 
creating    files,    which    would    be    quite  inexpensive. 

CHAIRMAN   LEVITAN:     In  other  words,   what  you  are 
saying  is  that  it  is  a  question  of  hundreds  of  thous- 
lands    and    not    millions    or   multimillions    of  dollars. 

DR.  KALACHEK:  It  is  cheaper  than  that.  To  create 
and  publish  gross  flows  tables,  a  highly  desirable 
objective,  you  will  need  a  research  program  for  obtain- 
ing forced  consistency  between  the  gross  and  the  net 
flows,  for  deriving  hypotheses  as  to  these  relation- 
ships, and  for  correcting  rotation  group  bias. 
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This  would  involve  a  large  one-time  expenditure 
for  research  of  hundreds  of  thousands  of  dollars.  The 
matching  of  CPS  tapes  is  a  far  simpler  matter.  I  do 
not  pose  as  an  expert  on  computer  costs,  but  costs  here 
on  an  annual  basis  are  way  below  $100,000;  possibly 
below  $10,000.  Matching  CPS  tapes  will  be  one  of  the 
great  statistical  bargains. 

CHAIRMAN  LEVITAN:     Ms.  Wills? 

MS.  WILLS:  See  if  I  am  correct  in  what  I  think  I 
am  learning.  What  you  are  suggesting  does  not  require 
any  new  legislation.  It  does  not  require  redefinition 
of  the  statistics.  It  does  not  require  the  development 
of  a  hardship  index. 

In  other  words,  we  do  not  need  to  create  something 
new.  Now,  if  I  am  correct  on  that,  I  am  curious  to 
know,  quite  frankly,  what  kind  of  power  you  think  this 
Commission  would  have  to  recommend  back  to  the  Census 
and  to  BLS  that  this  kind  of  matching  take  place,  if 
indeed  we  are  talking  about  a  small  amount  of  money? 
And  I  think  under  $100,000  in  this  case  is  a  small 
amount  of  money. 

I  do  not  know  enough,  quite  frankly,  to  give  back 
arguments  to  the  bureaucracy  that  they  do  not  want  to 
make  that  information  available.  I  am  not  saying  that 
I  do  not  think  this  is  not  important.  I  do  not  know 
what  we  think  that  the  Commission  can  do  to  highlight 
this. 

Do  we  want  to  reconimend  it?  Because  it  seems  to 
me  that  if  you  have  $100,000  laying  around,  you  could 
do  it  tomorrow.  It  is  obviously  not  that  simple,  but 
we  do  not  need  to  change  laws  or  concepts.  Is  that 
correct? 

DR.  KALACHEK.    That  is  right. 

There  are  numerous  economists,  technicians,  and 
other  trained  personnel  within  the  Bureau  of  Labor 
Statistics  who  would  be  highly  enthusiastic  about  the 
recommendations  which  I  have  made  and  who  would  sort  of 
concur  fully  with  them. 

This  Commission  surely  has  an  immense  amount  of 
moral  prestige   in  this  area.     A  strong  recommendation 
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from  this  Commission  would  greatly  stimulate  work  on 
matching . 

Your  predecessor,  the  Gordon  Committee,  made 
recommendations  on  gross  flows  tables.  The  Department 
of  Labor  and  the  Bureau  of  the  Census  accepted  the 
recommendations  and  said  "We  will  proceed  to  do  this." 
Instead,  over  time  they  proceeded  to  enunciate  a  series 
of  technical  defects  requiring  research  and  correction 
as  a  prerequisite  to  making  the  data  publicly  avail- 
able . 

The  serious  importance  attached  to  these  defects 
boggles  the  mind.  Don't  misunderstand  me,  the  defects 
are  there.  They  are  quite  troublesome  if  one  is  seek- 
ing to  create  cross-tab  tables.  Matched  tapes  are 
another  matter.  They  will  be  used  primarily  to  explain 
and  predict  the  behavior  of  individuals  over  time.  For 
example,  the  special  Job  Search  Supplement  indicated 
differences  in  the  techniques  and  intensity  with  which 
unemployed  workers  searched  for  jobs.  Matching  would 
allow  us  to  follow  these  workers  for  a  number  of  months 
and  to  determine  the  impact  of  search  time  and  tech- 
nique on  the  length  of  unemployment. 

In  dealing  with  an  analytic  problem  of  this  sort 
an  econometrician  could  control  for  gross  flows  biases 
in  such  a  fashion  as  to  emerge  wth  reasonable  results. 

In  summary,  given  the  usefulness  of  matching  and 
the  full  awareness  of  this  usefulness  by  many  analysts 
in  the  Department  of  Labor,  a  strong  recommendation  by 
the    Commission  could  have   a   quite  beneficial  effect. 

MS.  WILLS:  You  also  mentioned--and  I  am  not  sure 
that  I  caught  what  you  were  saying--that  if  we  had  a 
simple  agency,  a  statistical  agency,  that  you  think 
that  we  would  have  or  would  not  have  a  movement  forward 
in  this  area? 

DR.  KALACHEK:  In  response  to  Dr.  Moskow's  ques- 
tion, I  expressed  my  opinion  that  the  development  of 
panels  since  the  mid-1960s  has  shown  verve  and  imagi- 
nation. My  suspicions  are  that  if  we  had  a  central 
bureau  directing  things  back  then,  we  would  not  be  as 
far  along  as  we  are  today. 
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Having  said  that,  I  am  going  to  have  to  agree  that 
there  is  need  for  more  coordination  between  panels  and 
for  an  organized  research  program  on  the  characteris- 
tics of  panel  data. 

CHAIRMAN  LEVITAN:  Do  you  think  that  longitudinal 
studies,  national  surveys,  should  be  taken  over  by  BLS 
or  should  they  be  kept  independent? 

Yes,  no,  or  maybe? 

DR.     KALACHEK:      Are    we    talking    about    the  NLS? 

CHAIRMAN  LEVITAN:  Well,  I  just  wondered  if  it 
pertains  most  directly  to  our  work? 

DR.  KALACHEK:  I  would  say  the  following:  I  would 
see,  at  this  stage  of  the  game,  no  reason  whatsoever 
for    changing    the    sponsorship    or    direction    of  NLS. 

CHAIRMAN  LEVITAN:  Thank  you  very  much.  I  hope  we 
will  have  a  chance  to  continue  talking  about  it  in  the 
months  ahead. 

DR.  KALACHEK:     Thank  you. 

CHAIRMAN  LEVITAN:  Thank  you  for  the  excellent 
paper  for  the  Commission. 

Professor  Motley,  welcome  to  the  Commission. 
Thank  you  very  much   for   coming   to  testify  before  us. 

BRIAN    MOTLEY,     PROFESSOR    OF  ECONOMICS, 
UNIVERSITY  OF  KENTUCKY 

DR.  MOTLEY:  Thank  you  for  giving  me  this  oppor- 
tunity of  appearing  before  you  this  afternoon  to  dis- 
cuss the  role  of  the  unemployment  rate  as  an  indicator 
in  federal-state  fiscal  relations. 

In  recent  years  a  number  of  federal  programs  have 
been  enacted  under  which  federal  grants  to  states  and 
localities  are  allocated  on  the  basis  of  local  rates  of 
unemployment.  The  Comprehensive  Employment  and  Train- 
ing Act  (1974)  and  the  Local  Public  Works  Act  (1976) 
are  prominent  examples. 
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Presumably,  Congress  selected  this  criterion 
because  it  assumed  (i)  that  the  unemployment  rate  is  an 
accurate  indicator  of  local  economic  conditions  and  of 
the  need  for  federal  assistance,  (ii)  that  the  concept 
of  "unemployment"  is  capable  of  precise  definition  and 
that  this  definition  is  well-known  and  widely-accepted, 
and  (iii)  that  a  statistical  methodology  exists  for 
consistently  measuring  the  incidence  of  unemployment  at 
the  local  level.  However,  since  the  enactment  of  this 
legislation,  each  of  these  assumptions  has  been 
challenged  and  the  use  of  the  unempj.oyment  rate  as  a 
guide  for  regional  economic  policy  has  come  under 
increasing    criticism.      The    critics   have   argued  that 

(i)  the  concept  of  unemployment  is  less  precise  than  is 
commonly  believed  and  the  definition  currently  in  use 
may     be     inappropriate     to     present    day  conditions, 

(ii)  even  if  the  present  definition  is  accepted,  the 
measurement  of  the  local  unemployment  rate  is  subject 
to  a  substantial  margin  of  error,  and  (iii)  the  local 
unemployment  rate  is  an  inefficient  indicator  both  of 
the  level  of  economic  activity  and  of  the  need  of 
states  and  localities  for  federal  assistance. 

This  paper  seeks  to  examine  these  issues. 
Section  I  discusses  the  concept  of  unemployment  while 
Section  II  briefly  looks  at  the  measurement  methods 
currently  in  use.  Section  III  considers  the  appro- 
priateness of  using  unemployment  as  a  guide  to  the 
allocation   of    federal    grants.     Section  IV  concludes. 

I .      Unemployment  as  an  Economic  Concept 

To  an  economist,  "unemployment"  implies  dis- 
equilibrium in  the  labor  market.  When  households  wish 
to  supply  more  manhours  of  labor  than  employers  are 
willing  to  hire  at  the  current  wage  rate,  the  excess 
represents  unemployed  labor.  For  policy  purposes, 
however,  this  theoretical  construct  must  be  translated 
into  a  measurable  statistic.  Thus,  according  to  the 
present  Census  definition,  a  person  is  unemployed  if  he 
is  not  working,  is  able  and  willing  to  work,  and  either 
is  actively  searching  for  a  job,  is  on  temporary  layoff 
or  has  accepted  but  not  yet  begun  a  new  job.  This 
definition  seeks  to  measure  the  extent  to  which  the 
amount  of  work  being  offered  by  employers  falls  short 
of  the  amount  households  are  willing  to  supply.  How- 
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ever,  for  a  variety  of  reasons,  it  fails  to  capture 
precisely  the  theoretical  concept. 

Part-time  work  is  one  such  reason.  The  theoret- 
ical definition  is  in  terms  of  "manhours,"  whereas  the 
empirical  measure  is  in  terms  of  "individuals."  Thus  a 
person  who  is  unemployed  but  seeking  only  part-time 
work  should  be  treated  as  partly  unemployed  and  partly 
not  in  the  labor  force,  whilst  one  who  is  employed 
part-time  but  would  prefer  to  work  full-time  should  be 
treated  as  partly  employed  and  partly  unemployed.  The 
present  definitions  make  no  such  distinctions:  all 
individuals  are  classified  as  employed,  unemployed  or 
not  in  the  labor  force.  Moreover,  although  data  on 
part-time  employment  and  job-seeking  are  available  at 
the  national  level,  no  such  information  is  collected 
for  states  and  local  areas. 

A  second  problem  associated  with  the  concept  of 
unemployment  arises  from  the  existence  of  "discouraged 
workers."  These  are  persons  who  are  not  employed,  but 
are  not  seeking  work  because  they  believe  that  no  jobs 
are  available  rather  than  because  they  do  not  want  a 
jolp.  This  seems  to  imply  that  these  persons  would  take 
a  job  if  one  were  offered  and  thus  would  be  classified 
as  unemployed  according  to  the  economist's  definition. 
Hence,  it  is  frequently  argued  that  discouraged  workers 
should  be  added  to  the  unemployment  total  in  computing 
the  jobless  rate. 

On  the  other  hand,  the  definition  of  discouraged 
workers  makes  no  mention  of  the  wage  rate  they  are 
demanding.  In  some  cases,  the  reason  they  were  unable 
to  find  a  job  may  be  because  they  were  requesting  a 
wage  which  was  higher  than  the  market  was  willing  to 
pay.  Moreover,  many  such  workers  probably  do  not  fit 
the  usual  picture  of  a  discouraged  worker  as  a  person 
who  is  suffering  considerable  hardship  as  a  result  of 
joblessness,  because  the  reason  they  have  withdrawn 
from  the  labor  force  is  that  their  families  have  ade- 
quate resources  and  hence  they  can  be  more  "choosey" 
about  the  type  of  work  they  will  take  and  the  wage  they 
will  accept.  It  is  of  interest  to  note  that  although 
more  men  than  women  remain  unemployed  for  long  periods 
of  time,  the  number  of  women  who  report  that  they  are 
not  seeking  employment  because  they  could  not  find  a 
job   or  believe   no  jobs   are   available  is  much  greater 
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than  the  number  of  men  making  that  statement. 
Apparently  women  become  "discouraged"  and  leave  the 
labor  force  sooner  than  do  men.  Although  this  finding 
may  be  partly  due  to  the  scarcity  of  job  opportunities 
for  women,  it  probably  also  reflects  the  fact  that 
women  are  less  often  the  sole  breadwinners  for  their 
families  and  hence  there  is  less  pressure  on  them  to 
find  jobs. 

The  implication  of  the  above  discussion  is  that 
"discouraged  workers"  probably  should  not  be  lumped  in 
with  the  unemployed  since,  although  some  are  genuinely 
unemployed  in  the  economist's  sense  of  the  word,  the 
status  of  others  is  quite  different.  On  the  other 
hand,  the  number  of  persons  who  are  out  of  the  labor 
force  because  they  are  "choosey"  probably  does  not  vary 
too  much  in  the  short-run,  so  that  any  sharp  increase 
in  the  total  number  of  "discouraged  workers--especially 
if  it  is  accompanied  by  an  increase  in  long-term  unem- 
ployment--does  indicate  a  deterioration  in  the  overall 
economic  situation  and  an  increase  in  the  degree  of 
hardship  attributable  to  joblessness. 

Popular  discussions  of  unemployment  commonly 
assume  that  any  and  all  joblessness  is  undesirable. 
This  assumption  is  incorrect.  In  a  dynamic  and 
changing  economy,  many  workers  change  their  jobs  in  the 
course  of  a  year.  Frequently,  job  changing  involves  a 
period  of  unemployment  because  workers  must  go  through 
a  period  of  search  when  moving  from  one  job  to  another. 

This  "search  unemployment"  is  beneficial  both  to 
the  individual — since  it  enables  him  to  find  a  better 
job--and  to  the  society  at  large--since  it  helps  to 
ensure  that  workers  are  placed  in  the  jobs  for  which 
they  are  best  suited.  An  economy  in  which  workers 
rarely  changed  their  jobs  would  be  less  responsive  to 
the  changing  demands  of  consumers.  In  most  cases, 
moreover,  the  duration  of  unemployment  is  not  long  so 
that  the  income  loss  suffered  by  the  worker  is  not 
large.  Also,  the  worker  himself  has  some  control  over 
the  duration  of  his  unemployment  and  the  amount  of  his 
income  loss,  both  through  the  diligence  with  which  he 
searches  and  the  wage  which  he  demands. 

For  these  reasons,  this  type  of  joblessness  is 
referred  to  as  the  "natural  rate"  of  unemployment. 
Only  when  unemployment  exceeds  the  natural  rate  does  it 
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represent  a  problem  demanding  government  action.  In 
practice,  however,  there  is  some  controversy  over  the 
amount  of  unemployment  which  should  be  regarded  as 
"natural."  At  the  national  level,  most  estimates  are 
between  4  percent  and  6  percent.  However,  at  the  local 
level,  the  natural  rate  may  vary  considerably  between 
regions.  For  example,  unemployment  will  tend  to  be 
higher  in  areas  experiencing  rapid  economic  change  than 
in  those  with  a  more  stable  and  mature  economic  struc- 
ture. Also,  it  will  probably  be  greater  in  sparsely 
populated  rural  areas  than  in  metropolitan  centers. 
Finally,  states  with  generous  programs  of  unemployment 
compensation  are  likely  to  experience  higher  rates  of 
joblessness  since  workers  can  afford  to  remain  unem- 
ployed   for    longer    periods    before    accepting    a  job. 

Given  these  difficulties  of  definition,  an  alter- 
native procedure  would  be  to  focus  on  long-term  unem- 
ployment as  an  indicator  of  the  general  level  of 
economic  activity  or  of  the  hardship  associated  with 
joblessness.  Whereas  most  short-term  unemployment 
reflects  the  normal  search  period  accompanying  job- 
changes,  longer  spells  of  unemployment  usually  imply 
that  job-seekers  are  experiencing  greater  difficulty  in 
finding  jobs  and  as  a  result  are  suffering  significant 
losses  of  income.  Although  state  and  local  data  on  the 
duration  of  unemployment  are  not  at  present  available, 
such  estimates  probably  could  be  developed  either  from 
the  Current  Population  Survey  or  from  the  records  of 
the    unemployment    compensation   system   in   each  state. 

However,  before  adopting  the  long-term  unemploy- 
ment rate  as  an  economic  indicator,  two  other  points 
need  to  be  made.  The  first  is  similar  to  one  already 
discussed  in  connection  with  discouraged  workers.  The 
duration  of  unemployment  depends  not  only  on  the  avail- 
ability of  jobs  (the  demand  for  labor),  but  also  on  the 
wages,  and  the  types  of  jobs  which  the  unemployed  are 
willing  to  accept  (the  supply  of  labor) .  Some  workers 
may  remain  unemployed  for  long  periods  of  time  either 
because  they  demand  wages  higher  than  the  market  is 
willing  to  pay  or  because  they  are  "choosey"  about  what 
types  of  work  they  will  take.  As  in  the  case  of  dis- 
couraged workers,  one  suspects  that  this  type  of 
behavior  may  be  more  coimnon  among  workers  who  are  not 
the  sole  earners  for  their  families.     If  this  is  true. 
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we  would  expect  the  average  duration  of  unemployment 
spells  to  increase  over  time,  as  the  number  of  families 
with  two  or  more  members  in  the  labor  force  rises  and 
as  the  growth  in  household  resources  makes  workers  more 
willing  to  sustain  long  periods  of  unemployment. 

Second,  the  fact  that  a  spell  of  unemployment  is 
of  short  duration  does  not  necessarily  mean  that  it 
imposes  no  hardship  on  the  worker  and  his  family.  The 
reason  is  that  a  single  worker  may  sustain  a  series  of 
short  spells  of  unemployment,  so  that  over  the  course 
of,  say,  a  year,  the  aggregate  amount  of  unemployment 
is  quite  large.  Unfortunately,  no  regular  data  on  the 
frequency  of  unemployment  spells  are  available  at 
either  the  national  or  state  levels.  It  appears  that 
it  would  be  a  relatively  simple  matter  to  obtain  infor- 
mation on  the  amount  of  time  spent  employed,  unem- 
ployed, and  not  in  the  labor  force  over  the  previous  12 
months  from  the  Current  Population  Survey  since  house- 
holds remain  in  the  sample  for  16  months.  Such  infor- 
mation would  be  a  valuable  supplement  to  the  data  on 
the  duration  of  unemployment. 

Before  ending  this  discussion  of  the  definition  of 
unemployment,  one  final  point  needs  to  be  made.  This 
is  the  individuals'  decisions  on  how  long  to  remain 
unemployed  before  either  accepting  work  or  withdrawing 
from  the  labor  force  are  sensitive  to  government  policy 
on  unemployment  compensation  and  other  transfer  pro- 
grams. In  deciding  whether  to  accept  a  particular  job 
offer  or  to  continue  searching,  an  unemployed  worker 
must  compare  the  costs  and  benefits  of  remaining  job- 
less. The  principal  benefit  from  further  search  is 
that  he  may  later  receive  a  better  offer,  while  the 
main  cost  is  the  fact  that  his  income  will  remain  lower 
than  it  would  be  if  he  accepted  the  offer.  Unemploy- 
ment compensation,  welfare,  and  similar  transfer  pro- 
grams reduce  the  costs  of  search  and  so  increase  the 
incentive  to  remain  unemployed  and  continue  searching. 

However,  even  if  it  is  true  that  the  existence  of 
these  programs  operates  to  increase  unemployment,  this 
is  not  necessarily  undesirable.  Adequate  job  search  is 
socially  beneficial  since  it  promotes  a  more  efficient 
allocation  of  our  labor  resources.  Transfer  programs 
may  induce  some  individuals  to  remain  unemployed  for 
longer  than  is  socially  optimal,  given  the  social  costs 


94 


and  benefits  of  search.  However,  in  the  absence  of 
these  programs,  other  individuals  might  end  their 
search  too  soon  and  accept  jobs  for  which  they  are 
unsuited.  For  these  persons,  programs  of  unemployment 
compensation,  etc.,  may  induce  additional  search  which 
is  socially  desirable  because  its  social  benefits 
exceed  its  social  costs.  On  balance,  therefore,  it  is 
uncertain  whether  government  transfer  programs  induce 
an  amount  of  unemployment  which  is  greater  than  the 
social  optimum. 

It  has  been  suggested  that  some  government  trans- 
fer programs  increase  joblessness  because  they  require 
that  recipients  register  with  their  state  employment 
service  in  order  to  remain  eligible  for  benefits.  It 
is  argued  that  in  the  absence  of  these  programs,  these 
persons  would  leave  (or  not  enter)  the  labor  forge,  and 
hence  the  programs  add  to  measured  unemployment.  Even 
if  true,  this  argument  does  not  imply  that  all  (or  even 
most)  of  this  increase  unemployment  is  fictitious.  In 
order  to  remain  eligible  for  federal  transfers,  some 
persons  may  "go  through  the  motions"  of  job  search  when 
they  have  no  real  intention  of  accepting  a  job.  On  the 
other  hand,  some  (many?)  others  may  be  unemployed  in 
the  economist's  sense,  but  would  report  themselves  as 
discouraged  workers  in  the  absence  of  regulations  which 
require  them  to  continue  searching  for  work,  even 
though,  it  is  clear  that  no  jobs  are  available.  In  the 
case  of  this  second  group,  the  effect  of  the  transfer 
programs  is  to  cause  them  to  be  correctly  classified  as 
"unemployed"  rather  than  as  "not  in  the  labor  force." 
Thus  the  regulations  actually  lead  these  persons  to  be 
classified  correctly  rather  than  incorrectly. 

II .     Measuring  Unemployment 

State  and  local  estimates  of  unemployment  are 
prepared  from  two  separate  bodies  of  data:  the  Current 
Population  Survey  (CPS)  and  the  state  counts  of 
claimants  for  unemployment  compensation. 

The  primary  purpose  of  the  CPS  is  to  generate 
monthly  labor  force  data  for  the  nation.  However,  this 
survey  is  also  used  to  make  monthly  estimates  of 
employment  and  unemployment  in  ten  densely-populated 
states    and    two    SMSAs .      In  the   remaining   states,  the 
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sample  size  is  insufficient  to  yield  statistically 
reliable  monthly  data  and  the  survey  is  used  only  to 
benchmark  monthly  estimates  derived  from  the  unemploy- 
ment compensation  count. 

In  these  states,  data  generated  by  the  unemploy- 
ment insurance  (UI)  system  are  used  to  develop  pre- 
liminary monthly  estimates  of  employment  and  unemploy- 
ment by  what  is  known  as  the  "Handbook  method."  Prior 
to  January  1978,  these  Handbook  estimates  were  then 
used  to  extrapolate  forward  from  a  benchmark  estab- 
lished for  the  preceding  December.  These  extrapolated 
figures  were  the  estimates  published  monthly  by  each 
state.  At  the  end  of  each  calendar  year,  these  monthly 
estimates  were  revised  by  the  Bureau  of  Labor  Statis- 
tics to  be  consistent  with  the  CPS  "annual  average" 
estimates  and  the  revised  estimates  for  December  then 
became  the  benchmarks  for  the  following  12  months. 
Since  January  1978,  the  preliminary  Handbook  estimates, 
rather  than  being  used  to  extrapolate  from  a  benchmark, 
have  been  adjusted  every  month  by  the  ratio  between  the 
six-month  moving  averages  of  the  CPS  and  Handbook  data. 
It  is  hoped  that  this  new  procedure  will  reduce  the 
size  of  the  end-year  revisions  by  BLS. 

This  estimating  procedure  has  been  widely  criti- 
cized because  the  initial  Handbook  estimates  often 
differ  sharply  from  those  derived  from  the  CPS.  In 
Kentucky,  for  example,  the  Handbook  estimates  of  unem- 
ployment have  for  many  years  substantially  exceeded  the 
levels  shown  by  the  survey.  Many  state  and  local 
officials  argue  that  the  Handbook  estimates — being 
based  on  a  more-or-less  complete  count  of  UI  claimants-- 
provide  a  truer  indicator  of  the  extent  of  unemployment 
in  the  state  than  do  those  from  the  CPS  which  covers 
only  a  minority  of  Kentucky  counties. 

This  divergence  between  the  CPS  and  Handbook  esti- 
mates might  result  from  the  CPS  estimate  being  "too 
low"  or  from  the  Handbook  estimate  being  "too  high." 
Ali  has  shown,  for  example,  that  the  CPS  estimates  are 
likely  to  be  biased  if  the  age-sex-color  structure  of  a 
state's  population  differs  significantly  from  that  of 
the  nation  as  a  whole. 

The  Handbook  estimates  of  unemployment  are  built 
up  in  a  series  of  stages.  First,  the  UI  claimant  data 
are  used  to  develop  estimates  of  unemployment  in 
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"covered"  industries.  Second,  estimates  of  joblessness 
in  "noncovered"  industries  are  constructed  by  assuming 
that  economic  conditions  in  these  industries  parallel 
those  in  covered  industries.  Finally,  unemployment 
among  new  entrants  and  reentrants  to  the  labor  force  is 
estimated  by  assuming  that  job  opportunities  for  these 
individuals  vary  in  line  with  those  for  persons  pre- 
viously employed. 

The  most  obvious  possible  source  of  error  in  this 
procedure  is  that  the  criteria  for  obtaining  unemploy- 
ment compensation  may  differ  from  the  definition  of 
unemployment  used  in  the  survey.  Thus,  it  seems  at 
least  possible  that  some  individuals  are  receiving  UI 
benefits  and  yet  are  not  "actively  seeking"  work  as  the 
CPS  definition  of  unemployment  requires.  Seasonal 
workers,  for  example,  often  receive  benefits  during  the 
off-season,  but  do  not  seek  jobs  during  that  time.  On 
the  other  hand,  it  should  be  pointed  out  that  the  CPS 
definition  must  be  interpreted  and  applied  by  a 
fallible  human  being:  the  Census  enumerator.  In  prac- 
tice ,  it  seems  quite  unlikely  that  an  enumerator  would 
classify  a  UI  claimant  as  anything  other  than  unem- 
ployed, since  there  is  no  objective  way  for  him  to 
judge  whether  a  respondent  is  truly  willing  to  work  and 
actively  searching,  rather  than  merely  "going  through 
the  motions"  in  order  to  satisfy  the  UI  law.  Thus, 
although  the  critics  of  the  Handbook  method  may  be 
correct  in  asserting  that  the  number  of  claimants 
exceeds  the  number  who  are  genuinely  unemployed 
according  to  the  official  definition,  this  need  not 
imply  that  it  also  exceeds  the  number  of  persons  whom 
the  enumerators  will  identify  as  unemployed. 

Even  within  "covered"  industries  the  count  of 
claimants  does  not  include  all  those  who  are  unem- 
ployed. Estimat'=*s  also  are  required  of  those  who  have 
exhausted  their  benefits,  who  are  disqualified  from 
receiving  compensation  and  who  delay  or  never  file 
claims . 

Estimates  of  unemployed  exhaustees  are  built  up  by 
applying  a  constant  "survival  rate"  to  the  weeklj^ 
number  of  persons  receiving  their  final  benefits. 
This  method  ignores  differences  over  time  and  between 
states  in  the  availability  of  jobs.  When  jobs  are 
scarce,  the  true  survival  rate  will  be  greater,  so  that 
the   estimate  of  unemployed  exhaustees  will  be  biased 
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downward.  For  disqualified  claimants  a  similar  method 
is  used:  in  this  case  it  is  assumed  that  these 
claimants  find  jobs  at  the  same  average  rate  as  those 
whose  claims  were  allowed.  However,  to  the  extent  that 
disqualified  claimants  are  those  who  were  fired  for 
misconduct,  they  probably  in  fact  take  an  above-average 
length  of  time  to  find  a  new  job,  so  that  the  estimate 
of  the  number  unemployed  will  be  "too  low."  The  esti- 
mates of  the  number  of  delayed  and  never  filers  are 
made  by  the  use  of  relationships  developed  from 
national  studies  made  in  the  1950s.  However,  it  seems 
likely  that  workers'  knowledge  of  and  attitudes  toward 
unemployment  compensation  have  changed  since  that  time 
and  that  fewer  persons  delay  or  never  file  claims  today 
than  did  20  years  ago. 

For  workers  in  industries  not  covered  by  unemploy- 
ment compensation,  no  regular  data  on  joblessness  are 
available.  In  these  industries  rates  of  unemployment 
are  estimated  by  assuming  they  are  proportional  to  the 
rate  in  covered  industries.  These  rates  are  applied  to 
the  estimates  of  employment  in  these  industries  to 
calculate  the  numbers  unemployed.  The  proportions  used 
were  derived  from  national  studies  of  the  incidence  of 
unemployment  by  industry.  These  studies  may  be  out- 
dated and  do  not  necessarily  reflect  conditions  in 
individual  states.  Thus,  these  estimates  are  subject 
to  unknown  and  possibly  large  errors. 

In  1976  Congress  adopted  legislation  requiring 
states  to  extend  UI  coverage  to  agricultural  workers, 
domestics  and  employees  of  state  and  local  governments. 
Once  this  legislation  is  fully  implemented,  the  non- 
covered  sector  of  the  labor  force  will  be  quite  small 
(comprising  only  self-employed  workers,  unpaid  family 
workers  and  employees  of  nonprofit  institutions)  and 
the  validity  of  the  Handbook  estimates  will  be  corres- 
pondingly improved. 

The  final  category  of  unemployed  consists  of  per- 
sons without  recent  attachment  to  the  labor  force, 
including  both  new  entrants  and  reentrants.  This  cate- 
gory is  also  used  as  a  "catch-all"  to  include  persons 
missed  by  the  other  categories. 

National  studies  showed  that  unemployment  in  this 
group  varies  with  the  proportion  of  young  persons  in 
the    population    (since    many    new    entrants    are  young 
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people) ,  with  the  season  (most  young  persons  enter  the 
labor  force  in  the  summer  months)  and  with  the  amount 
of  unemployment  among  experienced  workers.  On  the 
basis  of  these  studies,  an  equation  predicting  entrant 
and  reentrant  unemployment  was  developed.  This  pro- 
cedure is  subject  to  the  same  criticisms  as  those 
developed  earlier  with  regard  to  other  stages  of  the 
Handbook  method.  The  studies  were  made  many  years  ago 
and  may  be  outdated.  Also  they  do  not  reflect  the 
special  circumstances  of  each  individual  state.  One 
piece  of  evidence  which  suggests  that  the  equation  is 
no  longer  valid  is  the  fact  that  when  applied  to  1976 
national  data,  it  gr^tly  underestimated  the  amount  of 
entrant  unemployment. 

So  far  the  discussion  has  focused  on  the  estima- 
tion of  unemployment  at  the  state  level.  The  method 
used  for  counties  is  analogous.  The  basic  data  are  the 
counts  of  UI  claimants.  These  counts  are  used  to 
develop  preliminary  county  unemployment  estimates  by 
essentially  the  same  Handbook  method  used  at  the  state 
level.  Hence,  these  estimates  are  subject  to  similar 
sorts  of  biases  as  the  state  totals.  In  particular, 
the  argument  made  earlier  that  relationships  derived 
from  national  studies  may  be  unreliable  at  the  state 
level  applies  with  even  greater  force  in  the  case  of 
individual  counties.  These  estimates  then  are  uniform- 
ly adjusted  upward  or  downward  so  that  they  sum  to  the 
state  estimates.  When  the  latter  are  revised  to  con- 
form with  the  CPS  data,  all  county  estimates  are 
correspondingly  adjusted.  In  Kentucky,  this  has 
occasionally  led  to  cases  in  which  the  final  estimate 
of  total  unemployment  in  a  county  is  less  than  the 
number  of  UI  claimants. 

Ill .  Unemployment  as  a  Grant-Allocation  Criterion 

As  mentioned  earlier,  one  important  policy  use  of 
the  unemployment  rate  is  as  an  indicator  for  deter- 
mining the  eligibility  rate  of  state  and  local  govern- 
ments for  federal  assistance.  It  is,  however,  not  the 
sole  criterion  in  use:  general  revenue-sharing  funds, 
for  example,  are  allocated  on  the  basis  of  per  capita 
income  levels.  In  this  section,  the  objectives  of 
federal  grants  are  reviewed  briefly  and  related  to  the 
grant  criteria  in  use. 
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Broadly  speaking,  grants  from  higher  echelons  of 
government  to  lower  echelons  may  be  justified  on  three 
principal  grounds: 

(i)  The  Efficiency  Argument:  According  to  this 
argument,  there  are  economies  of  scale  in  tax  collec- 
tion, so  that  it  is  more  efficient  for  higher  levels  of 
government  to  levy  taxes  and  pass  the  proceeds  down  to 
lower  levels  than  for  the  latter  to  have  their  own  tax 
collection  systems.  In  such  cases,  no  reallocation 
among  lower  levels  of  government  occurs  and  hence  no 
issues  of  eligibility  arise. 

(ii)  The  Geographical  Redistribution  Argument:  It 
is  argued  that  in  a  federal  system,  rich  states  have  an 
obligation  to  assist  poor  states.  Hence,  rich  states 
should  pay  more  in  federal  taxes  than  they  receive  in 
federal  grants,  while  in  poor  states  the  reverse  should 
be  true.  This  appears  to  be  the  main  purpose  of  the 
general  revenue-sharing  program:  revenue-sharing  funds 
are  allocated  on  the  basis  of  a  formula  in  which  the 
principal  component  is  the  level  of  state  per  capita 
personal  income. 

(iii)  The  Temporal  Redistribution  Argument:  The 
federal  government  also  reallocates  resources  over  time 
in  order  to  mitigate  the  effects  of  the  business  cycle. 
States  and  local  areas  suffering  an  economic  slowdown 
become  eligible  for  federal  assistance  through  a 
variety  of  programs.  This  system  is  analogous  to 
similar  programs  (unemployment  compensation,  for 
example)  which  seek  to  moderate  the  impact  of  the 
business  cycle  on  individual  citizens. 

In  practice,  the  federal  grant  system  does  not 
distinguish  between  the  geographical  and  temporal 
reallocation  motives  for  federal  assistance.  The 
Congress  has  enacted  a  whole  series  of  programs  for 
channeling  funds  to  lower  levels  of  government  which 
need  assistance.  However,  most  of  these  programs  make 
no  distinction--except  implicitly--between  needs  which 
arise  because  of  a  business  cycle  downswing  and  those 
which  are  of  a  more  permanent  nature. 

Nonetheless,  the  distinction  between  geographical 
and  temporal  redistribution  is  an  important  one  for  a 
variety  of  reasons.  First,  the  criteria  to  be  used  for 
allocating  funds  presumably  should  be  different  in  the 
two  cases.     In  distributing  countercyclical  funds,  the 
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emphasis  should  be  on  indicators  which  focus  on  the 
current  economic  situation,  whereas  geographical  redis- 
tribution requires  that  we  pay  attention  to  longer-run 
measures  of  economic  well-being.  Hence,  although  the 
Congress  has  in  most  cases  not  spelled  out  the  objec- 
tives of  each  program  in  detail,  we  may  infer  those 
objectives  from  the  eligibility  criteria  used.  Thus, 
it  seems  reasonable  to  suppose  that  programs  which  base 
grant  payments  on  a  cyclical  indicator,  and  which  make 
an  effort  to  use  the  most  recent  data  available,  are 
intended  primarly  as  countercyclical  programs,  while 
those  which  employ  longer-run  indicators  to  determine 
eligibility  are  intended  to  deal  with  more  fundamental 
disparities  between  states. 

Second,  recognition  of  these  two  distinct  motives 
for  federal  grants  implies  that  a  state  or  locality 
might  receive  grants  when  its  level  of  economic 
activity  declines  even  though  it  remains  more  pros- 
perous than  other  areas  which  are  not  experiencing  a 
recession.  Thus,  a  rich  northern  state  might  receive 
federal  assistance  during  a  business  downturn  even 
though  its  living  standards  remained  above  those  in  a 
poorer  southern  state  which  was  still  prosperous  by  its 
own  historical  standards.  Although  such  a  situation 
might  appear  unfair,  it  may  be  justified  on  the  ground 
that  if  the  government  of  the  rich  state  is  compelled 
by  a  temporary  decline  in  its  tax  collections  to  reduce 
its  spending  on  ongoing  programs,  this  may  not  only 
cause  hardship  to  the  consumers  of  those  programs  but 
also  may  lead  to  a  great  amount  of  waste  as  programs 
are    "switched    off"    and    later    "switched    on"  again. 

On  the  other  hand,  poor  states  are  entitled  to 
argue  that  in  many  cases  their  position  is  permanently 
at  or  below  that  of  the  rich  states  (even  when  the 
latter  are  experiencing  a  recession) ,  and  hence  that 
their  taxpayers  should  not  be  required  to  subsidize 
those  of  the  rich  states.  If  we  could  be  sure  that  the 
extra  taxes  which  each  state  pays  in  the  boom  exactly 
balance  the  countercyclical  assistance  it  receives  in 
the  recession,  this  argument  would  have  no  merit.  In 
that  case,  each  state  would,  in  effect,  be  insured 
against  the  effects  of  the  cycle,  but  in  the  long  run 
the  benefits  it  received  during  recessions  would  be 
financed  from  the  higher  taxes  which  it  paid  during 
booms.     In  practice,  however,  it  is  difficult  to  devise 
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a  program  under  which  net  flows  to  each  state  balance 
out  over  the  business  cycle.  As  a  result,  the  com- 
plaint of  poor  states  that  they  are  subsidizing  rich 
states  may  be  justified. 

One  way  of  dealing  with  this  complaint  would  be  to 
establish  a  "means  test"  for  countercyclical  funds. 
Eligibility  for  these  funds  could  continue  to  be  based 
on  a  cyclical  indicator,  but  the  amount  of  federal 
assistance  would  depend  on  longer-run  considerations. 
Under  such  a  system,  a  rich  state  would  continue  to 
receive  funds  if  it  experienced  a  recession,  but  the 
amount  of  those  funds  would  be  less  than  the  amount 
received  by  a  similarly-depressed  poor  state. 

A  simple  way  of  implementing  such  a  scheme  would 
be  to  link  the  countercyclical  programs  to  general 
revenue-sharing  so  that  the  onset  of  a  recession  in  a 
state  or  local  area  would  promptly  trigger  an  increase 
in  its  revenue-sharing  allocation.  By  specifying  that 
the  amount  of  countercyclical  assistance  should  be  a 
certain  proportion  of  the  revenue- sharing  allotment, 
states  with  below-average  levels  of  per  capita  income-- 
and  hence  above-average  revenue-sharing  allocations-- 
would  also  receive  larger  counteryclical  grants. 

Although  the  adoption  of  such  a  reform  would  go  a 
long  way  toward  meeting  the  needs  of  poorer  states, 
attention  should  also  be  paid  to  the  eligibility  cri- 
teria used  in  the  countercyclical  programs.  At  present, 
the  unemployment  rate  is  the  main  criterion  used;  as 
detailed  in  the  earlier  sections  of  this  paper,  this 
indicator  is  subject  to  a  number  of  definitional  and 
measurement  problems.  However,  even  if  the  concept  of 
unemployment  could  be  defined  precisely  and  measured 
accurately,  there  are  reasons  to  doubt  its  usefulness 
as  an  indicator  at  the  local  level. 

First,  the  extent  to  which  unemployment  reflects 
the  ups  and  downs  of  business  almost  certainly  varies 
between  states.  In  areas  with  a  large  amount  of 
factory  employment,  the  jobless  rate  is  a  good  indi- 
cator of  business  conditions.  By  contrast,  in  agri- 
cultural areas  a  recession  may  have  little  effect  on 
employment  since  farmers  must  continue  to  tend  crops 
and  livestock  even  when  the  demand  for  and  price  of 
their  products  are  depressed. 

Second,  as  argued  in  Section  I,  the  "natural  rate" 


102 


of  unemployment  may  vary  between  states.  This  makes  it 
difficult  to  select  a  single  unemployment  rate  which 
will  serve  as  a  nationwide  indicator  that  a  state  is 
experiencing  a  recession.  In  one  state  a  6  percent 
unemployment  rate  may  represent  prosperity,  whereas  in 
other  states  the  same  rate  may  signal  recession. 

An  advantage  to  using  the  umemployment  rate  as  a 
grant  criterion  is  that  it  responds  promptly  to 
economic  conditions  and  that  data  are  available 
rapidly.  Hence,  a  deterioration  in  local  economic 
conditions  will  quickly  trigger  increased  federal 
grants.  However,  although  it  is  clear  that  a  statistic 
which  is  subject  to  a  very  long  time-lag  is  of  little 
use  as  a  cyclical  indicator,  this  does  not  mean  that 
promptness     should    be     an     overriding  consideration. 

The  problem  here  is  that  an  indicator  which 
triggers  "on"  promptly  will  also  trigger  "off"  rapidly 
as  conditions  improve.  The  resulting  frequent  changes 
in  the  flow  of  federal  money  cause  serious  budgeting 
problems  for  state  and  local  governments  that  find  it 
difficult  to  forecast  future  revenue.  In  particular, 
governments  which  cannot  predict  the  size  and  duration 
of  federal  grants  are  likely  to  use  them  for  projects 
which  can  rapidly  be  cancelled  if  the  flow  of  funds 
dries  up.  Such  projects  may  not  be  optimal  in  the 
sense  of  having  the  largest  or  most  long-lasting  impact 
either  on  the  local  economy  in  general  or  on  local 
employment  in  particular.  For  example,  such  a  govern- 
ment may  use  federal  funds  to  make  a  one-time  purchase 
of  equipment  rather  than  to  develop  a  continuing  pro- 
gram of  training  the  unemployed.  Thus,  the  use  of 
triggering  indicators--such  as  the  unemployment  rate-- 
which  respond  rapidly  to  changes  in  local  conditions 
may  produce  such  uncertainty  for  state  officials  that 
they    lead    to    a    wasteful    use    of    federal  resources. 

In  selecting  the  unemployment  rate  as  a  grant 
criterion,  the  Congress  probably  was  also  influenced  by 
its  concern  over  the  availability  of  "jobs."  Two 
points  are  relevant  here.  First,  as  was  argued  in 
Section  I,  some  unemployment  is  socially  optimal.  That 
argument  suggested  that  long-term  unemployment  might  be 
a  better,  though  still  imperfect,  criterion.  Second, 
it  may  be  argued  that  we  ought  to  be  more  concerned 
with  the  availability  of  "good  jobs."    This  would  imply 
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that  we  should  seek  an  indicator  which  includes  all 
persons  with  substandard  earnings.  One  such  indicator 
is  the  Employment  and  Earnings  Inadequ^^^cy  (EEI)  Index 
constructed    by    Levitan    and    Taggart.  This  index 

includes  not  only  unemployed  persons,  but  also  dis- 
couraged workers,  involuntary  part-timers  and  persons 
who  are  employed  at  very  low  wages.  However,  it 
excludes  members  of  these  groups  who  are  not  in  dire 
need.  Thus,  it  attempts  to  count  all  members  of  the 
extended  labor  force  who  are  in  poverty  even  though 
they  are  not  unemployed  by  the  narrow  Census  defini- 
tion. 

Use  of  such  an  indicator  would  probably  make  it 
easier  to  specify  a  single  nationwide  standard  of 
eligibility.  In  addition,  its  adoption  would  reduce 
the  extent  to  which  poor  states  find  themselves  subsi- 
dizing rich  states  during  business  downturns  in  the 
latter.  Finally,  as  a  cyclical  indicator,  the  EEI 
would  capture  situations  where  recessions  lead  to  more 
involuntary  part-time  work  and  reduced  earnings  rather 
than  to  actual  joblessness.  At  present,  however,  the 
problems  of  implementing  such  a  measure  at  the  local 
level  are  immense,  since  it  requires  labor  market  and 
income  data  which  are  presently  available  only  at  the 
national  level. 

Consideration  of  the  EEI  index  suggests  the  use  of 
some  kind  of  income  measure  as  an  indicator.  Since 
federal  grants  are  designed  to  make  up  for  a  lack  of 
income  in  a  given  area,  it  seems  logical  to  base  them 
on  income  levels  rather  than  on  an  income  proxy  such  as 
the  unemployment  rate. 

At  present,  income  measures  are  used  in  the  allo- 
cation of  general  revenue-sharing  funds;  that  is,  for 
programs  which  are  directed  at  geographical  redistribu- 
tion. The  suggestion  here  is  that  these  same  measures 
be  used  as  indicators  in  programs  which  are  concerned 
with  temporal  or  countercyclical  redistribution.  The 
principal  advantages  of  such  a  change  would  be  that 
inequities  between  states  which  result  from  differences 
in  their  economic  structure  (e.g.,  rich  vs.  poor  or 
industrial  vs.  agricultural)  would  be  largely  elimi- 
nated. However,  the  distinction  between  geographical 
and  temporal  redistribution  could  be  retained  by,  for 
example,  basing  countercyclical  grants  on  quarterly 
measures  of  income,  and  revenue-sharing  allotments  on 
average  income  over  a  two  or  three  year  span. 
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The  main  problem  with  the  use  of  personal  income 
as  a  criterion  would  be  in  obtaining  data  promptly.  At 
present,  quarterly  estimates  of  personal  income  for 
states  are  available  with  a  lag  of  about  15  weeks  which 
is  probably  short  enough  for  countercyclical  purposes. 
However,  for  counties,  only  annual  data  are  available 
with  a  lag  of  15  months.  Clearly  this  lag-time  is  too 
long  for  a  countercyclical  program.  Possibly,  an  indi- 
cator based  on  tax  withholdings  could  be  developed. 
Alternatively,  federal  funds  could  be  allocated  to 
states  which  could  then  adopt  their  own  criteria  for 
their  intrastate  distribution. 

IV.  Conclusion 

This  paper  has  been  mainly  concerned  with  the  role 
of  the  unemployment  rate  as  a  criterion  for  the  alloca- 
tion of  federal  funds  among  state  and  local  govern- 
ments. In  the  first  two  sections  it  was  argued  that 
there  are  a  number  of  conceptual  and  measurement  prob- 
lems associated  with  the  use  of  unemployment  as  an 
indicator  of  local  economic  conditions.  However,  in 
the  third  section  it  was  suggested  that  even  if  these 
problems  could  be  resolved,  the  jobless  rate  would  be 
an  inefficient  criterion  for  redistributing  resources. 
If  it  is  to  be  employed  for  this  purpose,  its  usage 
should  be  restricted  to  programs  which  seek  to  offset 
cyclical  fluctuations  and  care  should  be  taken  to 
ensure  that  these  programs  do  not  have  the  side  effect 
of  reallocating  resources  from  relatively  poor,  non- 
cyclical    states    to    relatively  rich,    cyclical  states. 


The  use  of  the  unemployment  rate  as  a  national 
economic    indicator    has    also    been    criticized.  See 
Stewart  Schwab   and  John  J.   Seater,   "The  Unemployment 
Rate:      Time    to    Give    it    a    Rest?"    Business  Review, 
Federal  Reserve  Bank  of  Philadelphia   (May- June  1977). 
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For  1976  and  1977,  the  relevant  data  were  as  follows: 

1976  1977 


Male 

Female 

Male 

Female 

3968 

3320 

3588 

3267 

822 

514 

618 

396 

216 

417 

205 

490 

20.7% 

15.5% 

17.2% 

12.1% 

5.4% 

12.6% 

5.7% 

15.0% 

Total  unemployed 

Long-term  unemployed 
(over  27  weeks) 

Discouraged  workers 

Long-term  as  propor- 
tion of  total  unemp. 

Discouraged  as  propor- 
tion of  total  unemp. 
3 

However,  households  are  not  interviewed  every  month 
but  are  "rotated." 

4 

See  Kenneth  W.  Clarkson  and  Roger  E.  Meiners,  "The 
Spurious  Increase  in  the  Unemployment  Rates,"  Policy 
Review,  1,  Summer  1977. 

^So-called  because  the  method  was  originally  described 
in  the  Handbook  on  Estimating  Unemployment  (Washing- 
ton,   D.C.:     U.S.    Department   of   Labor,    March  1960). 

^In  1976  the  annual  average  of  the  Handbook  estimates 
of  Kentucky's  unemployment  was  101,444,  whereas  the 
finally-revised  figure  estimate  by  BLS  was  81,000, 
representing  a  downward  revision  of  about  20  percent. 

^Mukhtar  M.  Ali,  "CPS  Estimate  of  the  State  of  Kentucky 
Unemployment  Rate,"  KCEA  Policy  Papers  Series,  No.  4, 
Lexington:  Center  for  Public  Affairs,  University  of 
Kentucky,  1977. 

g 

A  survival  rate  of  94.7  percent  is  assumed.  Thus  if 
x^_^^  is  the  number  of  persons  receiving  final  benefits 

in  week  t-s  and       is  the  number  of  unemployed 
exhaustees  in  week  t,  then 

+  0.947  x^_^  +  (9.047)^  x^_2      (0-947)^  x^_3  +  ... 

^Further  details  are  given  in  Motley,  "The  Unemployment 
Rate   as  an  Economic  Indicator  at  the  State  and  Local 
Levels,"  KCEA  Policy  Papers,  No.  3,  Lexington: 
Center    for    Public   Affairs,    University   of  Kentucky, 
1977. 

■^^Sar    A.    Levitan    and    Robert   Taggart,    "The  Hardship 
Index,"  Across  the  Board,  Vol.  XIII,  No.  11 
(November  1976). 
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CHAIRMAN  LEVITAN:     Professor  Anderson. 

MR.  ANDERSON:  Professor  Motley,  I  want  to  commend 
you  on  a  very  thoughtful  paper  which  I  think  deals 
quite  well  with  a  number  of  critical  issues  involved  in 
the  question  of  what  types  of  indices  should  be  used  to 
allocate  federal  funds. 

I  would  like  to  press  you  a  little  bit  though,  if 
I  may,  on  your  discussion  of  unemployment  rates  as  an 
indicator  of  varying  business  conditions  in  communi- 
ties, suggesting  that  perhaps  the  variation  in  unem- 
ployment rates  reflects  a  difference  in  the  degree  of 
local  labor  demand  in  that  community. 

Is  it  not  the  case  that  very  often  one  may  find  a 
high  unemployment  rate  in  a  community  which  is  essen- 
tially a  reflection  of  market  forces?  That  is  to  say, 
high  wages  in  a  community  being  an  inducement  or  an 
incentive  for  persons  to  come  to  a  city  like  San  Fran- 
cisco, for  example   

DR.  MOTLEY:     Simply  because  it  is  a  nice  place  to 

be. 

MR.  ANDERSON:     I  beg  your  pardon? 

DR.  MOTLEY:  Simply  because  it  is  a  nice  place  to 
be  and  because  it  pays  high  wages. 

MR.  ANDERSON:  Because  it  pays  high  wages  essen- 
tially, but  attracting  individuals  who  then  come,  and 
if  they  are  employed,  would  be  economically  better  off 
than  they  would  be  had  they  remained  in  another  com- 
munity. If  unemployment  rates  are  to  be  used  to  allo- 
cate funds,  they  may  be  misused,  as  your  paper  indi- 
cates, if  they  are  sent  into  places  like  that  simply 
because  of  the  unemployment  rate  being  high. 

But  would  you  comment  on  the  appropriate  indexes 
which,  in  your  view,  might  be  used  for  allocating  funds 
for  the  purpose  of  getting  at  structural  imbalances  in 
labor  markets  as  compared  with  cyclical  variations  in 
unemployment. 

Most  of  your  comments  seem  to  be  directed  toward 
the   cyclical  variation  in  economic  conditions,  but  it 
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was  not  clear  to  me  in  your  comments  and  in  the  paper 
that  your  recommendations  would  permit  an  appropriate 
distribution  of  funds  for  getting  at  the  structural 
problems . 

DR.  MOTLEY:  I  guess  the  feeling  that  I  had  was 
that  the  programs  which  are  currently  on  the  books 
which  use  the  unemployment  rate  as  the  criterion  for 
allocating  funds  seem  to  be  mainly  aimed  at  some  sort 
of  cyclical  problem.  When  I  first  wrote  this  paper,  I 
thought  to  myself,  "Well,  the  reason  why  the  Congress 
chose  the  unemployment  rate  was  simply  because  it  is  a 
visible  indicator;  everybody  knows  about  it;  it  is  easy 
to  get  people  to  agree  to  an  allocation  based  on  an 
indicator  like  that  rather  than  some  slightly  more 
esoteric  indicator." 

And  that  sort  of  bothered  me  for  a  while  because 
it  seemed  to  me  that  maybe  we  should  give  Congress  a 
little  more  credit.  So,  it  occurred  to  me  that  maybe 
by  some  sort  of  revealed  preference  notion,  one  could 
say,  to  the  extent  that  they  chose  the  cyclical  indi- 
cator, they  are  aiming  at  a  cyclical  problem. 

That  may  not  be  right.  There  may  be  other  reasons 
why  they  have  chosen  the  unemployment  rate.  I  think  it 
also  had  something  to  do  with  the  fact  that  the  Con- 
gress is  always  concerned  with  the  availability  of 
jobs.  It  seems  to  me,  however,  as  an  economist,  that 
we  should  be  more  concerned  with  income  than  with  jobs. 
If  a  community  does  not  generate  income,  even  when 
everybody  in  the  community  is  employed,  it  has  a  low 
unemployment  rate  but  a  low  level  of  income,  too.  Then 
it  seems  to  me  that  that  is  a  community  which  needs 
federal  assistance. 

MR.  MOSKOW:  On  this  income  point,  which  is  a  very 
interesting  one,  I  would  say,  too,  you  did  not  discuss 
at  all  any  problem  with  different  levels  of  income  in 
different  parts  of  the  country  for  a  variety  of  reasons 
Prices  are  different;  inflation  is  at  different  rates 
in  different  parts  of  the  country. 

As  you  point  out,  job  markets  differ.  Some  states 
are  more  agricultural  than  others.  Do  you  want  to 
expand  on  that  issue  a  little  bit? 
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DR,  MOTLEY:  Well,  I  think,  clearly,  if  you  are 
going  to  use  income,  then  you  had  better  be  a  bit  care- 
ful about  prices.  You  certainly  would  not  want  to  use 
the  same  income  criteria  for  Alaska  that  you  use  for 
Iowa,  for  example.  The  cost  of  living  is  probably  50 
percent  higher  in  Alaska. 

One  possibility  would  be  to  base  yourself  on  some 
measure  of  the  rate  of  change  of  income.  Perhaps 
countercyclical  assistance  payments  should  rise  when 
income  falls  rather  than  when  it  falls  below  some 
level.    Look  at  the  rate  of  change  of  income. 

However,  my  main  point  is  that  I  think  we  should 
find  an  indicator  of  eligibility,  to  begin  with,  which 
would  click  on  when  a  conmiunity  fell  below  its  histori- 
cal standards  of  income  levels  or  prosperity. 

And  then  base  the  amount  of  federal  funds  that  a 
community  receives  on  some  sort  of  indicator  that 
measures  its  well-being  compared  with  other  communi- 
ties. Presumably,  the  revenue-sharing  funds  are 
adjusted  for  differences  in  the  cost  of  living.  If 
they  are  not,  then  they  should  be. 

MR.  POPKIN:  Just  following  on  to  what  Mike  asked 
you:  Are  you  making  the  argument  that  areas  like 
Kentucky  or  the  area  I  grew  up  in  in  northern  Wiscon- 
sin, where  everybody  works,  or  most  people  seem  to  work 
but  do  not  do  very  well  when  they  do,  is  getting  a 
substantially  different  amount  of  CETA  money  or  federal 
money  than  they  would  be  under  a  different  index?  Are 
the  differences  large  or  is  this  your  feeling? 

DR.  MOTLEY:  The  state  government  in  Kentucky  cer- 
tainly argues ,  to  the  extent  that  their  CETA  money  is 
based  on  their  unemployment  rate  which  puts  them  14th 
in  the  nation  when  by  per  capita  income  they  are  down 
at  the  bottoA  decile,  that  they  are  certainly  getting 
less  than  they  feel  they  are  entitled  to. 

MR  POPKIN:  Even  when  this  is  corrected  for  cost 
of  living? 


DR.   MOTLEY:     No,  the  point  is  that  at  the  moment 
it  is  not. 
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MR.  POPKIN:  If  you  corrected  the  other  for  cost 
of  living,   would  there  still  be  the  major  discrepancy? 

CHAIRMAN  LEVITAN:  I  think  what  Mr.  Popkin  is 
asking  is:  Are  there  real  differences  in  income  or  are 
they  just  based  on   

MR.  POPKIN:  Because  a  hardship  index  would  sup- 
posedly take  account  of  differences  in  the  cost  of 
living  so  that,  do  you  think  a  hardship  index  as 
opposed  to  the  actual  measure  of  income  levels  would 
reflect  as  big  a  difference  for  Kentucky  on  the  unem- 
ployment versus  hardship  index  as  on  the  per  capita 
income  versus  unemployment  measures? 

DR.  MOTLEY:  It  seems  to  me  that  the  hardship 
index  and  per  capita  income  are  both  aimed  at  getting 
at  the  same  thing.  Only  if  the  distribution  of  income 
is  substantially  different  in  two  states  would  differ- 
ences between  the  means  of  the  distribution  differ 
substantially     from    differences     between    the  tails. 

The  hardship  index  tries  to  measure  how  many 
people  are  down  at  the  bottom  tail.  The  median  mea- 
sures where  the  mean  of  the  distribution  is.  If  all 
states  have  a  similar  distribution  of  income,  about 
their  mean,  whatever  that  is,  then  presumably  an  index 
that  focuses  on  one  tail  should  move  up  and  down  in  the 
same  way  as  an  index  that  focuses  on  the  mean. 

MR.  POPKIN:  I  do  not  think  that  is  what  I  meant 
to  ask.  I  meant  to  ask:  If  a  hardship  index  took 
account  of  standards  of  living,  which  per  capita  income 
does  not,  would  Kentucky  do  much  differently  on  a  hard- 
ship index  than  on  an  unemployment  index? 

DR.  MOTLEY:  Well,  if  the  hardship  index  was  cor- 
rect,   I    would   argue,    yes,   Kentucky  would  do  better. 

MR.  POPKIN:  Okay,  that  is  what  I  wanted  to  find 
out.  I  am  sorry.  I  meant  cost  of  living,  not  standard 
of  living.     I  am  sure  that  is  the  source  of  confusion. 
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DR.  MOTLEY:  But  the  point  that  I  had  was  that  the 
unemployment  rate,  the  cross-state  distribution  of  un- 
employment rates  does  not  indicate  the  cross-state 
distribution  of  hardship  whether  measured  by  per  capita 
income  or  by  some  hardship  index. 

CHAIRMAN  LEVITAN:     Ms.  Wills? 

MS.  WILLS:  Let  me  ask  a  question.  Professor, 
your  paper  obviously  recognizes  the  capacity  to  collect 
statistics  at  the  national  level  a  little  bit  more 
easily  than  at  the  state  and/or  local  level.  But  your 
paper  also  only  talked  about  state  allocations,  ignor- 
ing one  of  the  critical  problems  of  area  and  local 
statistics . 

In  your  last  sentence  in  the  paper,  "Federal  funds 
could  be  allocated  to  states  which  then  could  adopt 
their  own  criteria."  There  are  some  people  who  would 
advocate  that  that  is  a  marvelous  idea.  I  am  not  sure 
that  Congress  and  our  friends  at  the  state  and  local 
levels  would  buy  it  though. 

If  we  assumed  for  a  moment  that  there  might  be 
some  distrust  on  that  basis,  have  you  given  any  thought 
to  making  recommendations  of  things  that  could  go  into 
a  national  hardship  index  and/or  some  other  kinds  of 
criteria  that  could  be  used  for  federal  allocations  to 
the  state  level,  and  then  making  recommendations  for 
statistics  within  a  state  that  could  be  used  to  assure 
a  fair  and  equitable  distribution  of  funds  within  the 
state? 

Because  we  have  often  heard  people  in  testimony 
and  in  many  of  the  papers  talk  about  the  critical  prob- 
lems of  getting  statistics  down  to  the  lowest  level 
possible  and  the  standard  rate  of  error,  you  know,  all 
of  the  horror  stories  and  good  economists  saying,  "Go 
tell  Congress  not  to  allocate  money  that  way." 

I  think  some  of  the  same  people  have  already  told 
Congress  that. 

DR.  MOTLEY:  I  have  heard  a  lot  of  horror  stories 
about  Congress  passing  legislation  that  says  to  dis- 
tribute funds  on  the  basis  of  some  criteria  and  then 
some  poor  bureaucrat  has  the  job  of  developing  the  data 
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for  that  criteria  and  maybe  it  is  pretty  impossible  to 
develop  such  data. 

And  then  the  problem  arises  that  nobody  is  happy. 
Congress  feels  that  its  mandate  is  not  being  carried 
through;  the  local  community  feels  that  it  is  not 
getting  its  fair  crack;  and  the  bureaucrat  feels  that 
he  is  being  imposed  upon. 

I  imagine  that  since  the  hardship  index  is  based 
on  data  that  comes  out  of  the  Current  Population 
Survey,  a  similar  index  could  probably  be  constructed 
for  each  state.  It  might  require  an  increase  in  the 
sample  size,  but  it  could  probably  be  done. 

Within  states,  I  really  do  not  see  any  way  in 
which  that  could  be  done.  One  of  the  big  problems,  for 
example,  that  happens  within  a  state,  and  I  am  sure  it 
happens  in  other  states,  too,  is  that  you  have  a  county 
that  does  not  have  any  respondents  in  the  CPS  and  it 
shows  that  it  had,  on  the  basis  of  its  UI  claims,  an 
unemployment  rate  of  10  percent. 

MS.  WILLS:     But  it  does  have  administrative  data. 

DR.  MOTLEY:  Yes.  It  has  an  unemployment  rate  of 
10  percent  and  then  the  Department  of  Human  Resources 
says,  "Well,  we  have  to  lower  everybody's  unemployment 
rate  in  order  to  make  the  state  total  add  up  to  the 
Current  Population  Survey,"  and  this  local  county  says, 
"We  do  not  have  anything  to  do  with  that  Current  Popu- 
lation Survey.  Why  should  our  data  be  adjusted  on  the 
basis  of  data  that  does  not  even  come  from  our  county?" 

Now,  you  can  explain,  "Well,  that  is  because  that 
is  the  way  the  statisticians  do  it,"  but  that  does  not 
make  the  local  officials  very  happy. 

CHAIRMAN  LEVITAN:  Professor  Motley,  if  I  may  con- 
tinue with  Ms.  Wills'  question.  Apparently,  she  likes 
giving  money  to  governors--but ,  what  would  be  your 
answer  to  this  question:  What  knowledge  would  the 
governor  have  for  distribution  of  these  funds  that  is 
not  available  to  a  bureaucrat  in  Washington? 

What  knowledge  would  the  governor  have,  even  if  it 
is  held  by  Ms.  Wills? 
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DR.  MOTLEY:  He  probably  would  not  have  any  addi- 
tional data  that  the  bureaucrat  in  Washington  does  not 
have . 

CHAIRMAN  LEVITAN:  Isn't  it  a  "cop-out"  to  just 
say,  "Well,  let's  leave  it  to  the  governor,  since  we  do 
not    know   how    to    do    it,    and   let  him  distribute  it"? 

DR.  MOTLEY:  Well,  if  the  people  in  Washington  do 
not  know  how  to  do  it,  then  maybe  they  should  not  be 
doing  it,  that  is  to  say,  distributing  the  funds  among 
counties . 

CHAIRMAN  LEVITAN:  Yes,  you  see,  I  can  buy  that, 
but  on  what  basis  would  you  then  give  it  to  the 
governor.  Dr.  Motley? 

DR.  MOTLEY:  On  the  basis  of  the  average  position 
of  the  state  as  a  whole. 

CHAIRMAN  LEVITAN:  Well,  if  there  is  any  data  that 
is  available  to  the  governor,  presumably  the  bureau- 
crats in  Washington--some  of  them  are  very  bright-- 
might  find  it,  too. 

DR.  MOTLEY:  No,  there  is  data  available  for  the 
average  of  the  state,  but  not  for  its  constituent 
counties;  that  is  the  point  that  I  am  making,  so  that 
we  may  be  able  to  decide  how  much  of  that  should  go  to 
county  A  and  how  much  of  that  should  go  to  county  B. 

MR.  POPKIN:  But  Sar  is  asking:  Why  is  the 
governor  better  than  his  friend  the  bureaucrat? 

CHAIRMAN  LEVITAN:     Than  our  friend  the  bureaucrat. 

DR.  MOTLEY:     I  am  not  sure  that  he  is  any  better. 

MR.  POPKIN:  I  am  not  from  Washington,  Sar.  My 
governor  may  not  be  my  friend  either. 
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MR.  MOSKOW:  Well,  there  is  a  different  conceptual 
basis  for  distributing  the  funds.  On  the  one  hand,  if 
you  turn  it  over  to  the  governor,  you  are  saying  that 
it  should  vary  by  state,  depending  on  the  wishes  of  the 
people  of  that  state,  and  presumably  the  governor  is 
representing  the  wishes  of  the  people  of  that  state.  It 
is  a  different  concept. 

DR.  MOTLEY:  He  is  politically  responsible  to  that 
state.  I  mean,  some  governors  might  just  hand  it  out 
to  their  friends  and  buddies,  that  is  true.  But  if 
they  do  it  too  often,  then  they  will  not  be  reelected. 

CHAIRMAN    LEVITAN:      1    would    never    suspect  any 
governor  of  doing  that. 
Ms.  Wills? 

MS.  WILLS:  Dr.  Levitan,  1  think  I  need  to  come  to 
the  defense  of  the  governors  on  this,  and  my  question 
really  was  not  a  political  question.  We  have  had  a  lot 
of  testimony  and  again  this  morning  two  different 
people  have  talked  about  the  need  to  improve  adminis- 
trative data  within  states.  And,  invariably,  in  the 
background  papers  that  we  have  had  talking  about 
improving  administrative  data  and.  Dr.  Levitan,  you 
asked  one  of  the  questions:  Do  we  want  federal 
criteria  for  unemployment  insurance  as  a  standard  that 
we  would  want  to  promote  to  improve  our  administrative 
data? 

My  question,  frankly,  was  much  more  simple:  Is 
there  any  possible  way,  or  have  you  thought  about  any 
possible  way.  Professor,  to  use  some  criteria  of 
administrative  data  that  is  within  states?  Let  me  cite 
an  example.  Public  aid  within  the  State  of  Kentucky  is 
public  aid  within  the  State  of  Kentucky.  It  does  not 
vary  county  by  county.  That  is  not  true,  though,  with 
respect  to  one  of  your  neighboring  states.  Your 
criteria,  your  eligibility  standards,  for  public  aid  or 
unemployment  insurance  are  different  from  your  neigh- 
boring states. 

Have  you  given  any  thought  to  taking  a  look  at 
administrative  data  within  states,  assuming  that  you 
could  find  some  kind  of  consensus  at  the  national  level 
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for  what  kind  of  criteria  to  allocate  to  states  and 
then--since  some  of  my  friends  up  here  do  not  trust 
government--allocate  within  state  based  upon,  I  would 
assume,  improved  administrative  data? 

I  have  been  told  again  and  again  on  this  Commis- 
sion that  it  is  going  to  cost  too  much  to  improve 
administrative  data  across-the-board.  I  do  not  know 
what  it  is  going  to  cost. 

DR.  MOTLEY:  The  criterion  that  I  originally  sug- 
gested was  something  on  the  basis  of  tax  withholdings, 
and  I  made  a  very  innocuous  statement  which  simply 
said,  "Surely  the  Kentucky  Department  of  Revenue  knows 
how  much  taxes  it  receives  from  each  county." 

And  this  should  be  some  sort  of  proxy  for  income 
levels . 

MR.  POPKIN:  As  a  point  of  information,  is  that 
true,  before  we  go  any  further? 

DR.  MOTLEY:  Well,  the  problem  is  that  the  Depart- 
ment of  Revenue  then  tells  me  that  that  in  fact  is  not 
true.  And  I  could  not  believe  that  that  was  not  true, 
and  it  seems  to  me  that  it  should  be  possible  to  get 
hold  of,  to  find  out  that  sort  of  thing. 

The  main  problem  with  tax  withholdings  data  is 
that  taxes  are  withheld  at  place  of  work,  or  even 
worse,  at  the  home  office  of  the  firm  that  you  work 
for,  rather  than  place  of  residence. 

But  that  is  analogous  to  changing  establishment 
employment  data  onto  a  residence  basis  and  apparently 
we  know  how  to  do  that,  so  we  ought  to  be  able  to  do 
something  similar  with  tax  data. 

CHAIRMAN  LEVITAN:  Dr.  Motley,  1  appreciate  your 
very  stimulating  testimony.  I  wish  we  could  continue 
with  this,  but  Dr.  Bergmann  is  right  in  back  of  you  and 
we  would  like  to  hear  from  her,  too. 

Thank  you  very  much  for  coming  all  the  way  from 
England  and  from  Kentucky  to  testify  for  us. 

DR.  MOTLEY:     I  came  from  England  a  very  long  time 

ago. 
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CHAIRMAN  LEVITAN:     Thank  you  very  much. 

Professor  Barbara  Bergmann,  University  of  Mary- 
land. Since  I  do  not  know  what  the  subject  of  your 
testimony  is,  Barbara,  just  proceed  in  your  own  good 
way. 

STATEMENT  OF  BARBARA  BERGMANN, 
PROFESSOR  OF  ECONOMICS, 
UNIVERSITY  OF  MARYLAND 

DR.  BERGMANN.    Thank  you,  Sar. 

We  are  just  entering  the  age  of  the  computer  and 
more  and  more  business  records  will  be  on  the  computer; 
more  and  more  administrative  records  will  be  on  the 
computer,  and  what  would  have  been  extremely  costly  in 
the  pre-computer  era  will  be  relatively  cheap  when  we 
fully  get  into  the  computer  era. 

This  has  great  relevance  to  the  work  of  the  Com- 
mission because  I  think  it  is  in  the  hands  of  this 
Commission  to  ask  for  a  lot  more  information  than  ever 
has  been  asked  for  before,  possibly  more  geographic 
detail,  possibly  the  melding  of  data  from  various 
sources  and  things  of  that  sort,  which  really  would  not 
have  been  possible  before. 

Now,  it  is  not  just  the  computer  that  will  make 
things  possible,  but  some  degree  of  standardization. 
And  I  would  like  to  see  the  government  get  far  more 
into  the  provision  of  software  to  industry,  to  local 
and  state  administrative  bodies,  and  that  provision 
would  go  far  towards  insuring  uniformity,  and  then  that 
kind  of  uniformity  would  make  it  possible  to  collect 
more  data,  to  do  it  more  expeditiously,  and  to  tie  in 
various  forms  of  data. 

We  have  heard  talk  of  a  central  statistical 
agency.  I  do  not  know  if  it  is  within  the  province  of 
your  Commission  to  advocate  that,  but  certainly  it  is 
something  you  ought  to  think  about  advocating. 

We  now  have  a  lot  of  these  data  on  many  different 
bases  with  inconsistent  definitions,  and  this  not  only 
makes  research  difficult,  but  I  would  say  it  makes 
knowing  the  truth  difficult. 

So,  I  would  urge  the  Commission  to  be  bold  in  its 
recommendations  and  not  to  worry  too  much  about  the 
expense. 
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You  have  a  very  important  task  because  on  your 
report  will  depend,  to  a  great  degree,  a  lot  of  happi- 
ness and  unhappiness ,  and  I  do  not  just  mean  happiness 
and  unhappiness  of  politicians  in  localities  or  states, 
but  rather  the  happiness  and  unhappiness  of  millions  of 
American  citizens. 

There  was  an  item  in  today's  New  York  Times  about 
a  man  in  Youngstown  who  was  unemployed  and  his  unem- 
ployment insurance,  probably  untaxed,  was  not  that  much 
lower  than  his  pay,  but  he  says,  "I  cannot  stand  this. 
I  do  not  sleep  well  at  night.  I  look  at  my  children 
and  I  think:     Where  are  we  going?" 

And  what  he  said,  I  think,  struck  home  to  me  the 
fact  that  employment  is  a  way  of  life  in  this  country. 
It  is  not  just  a  way  of  making  a  living;  it  is  a  way  of 
life,  and  it  is  a  way  of  life  that  many  more  people 
want  to  get  in  on  and  cannot  get  in  on,  particularly, 
women. 

They  want  to  participate  more;  they  want  a  better 
chance  at  the  jobs  which  are  fun  and  offer  advancement. 
Blacks  want  a  better  chance  at  jobs  which  pay  better, 
which  are  on  ladders  which  might  lead  up  to  the  top, 
and  so  on. 

And  we  have  to  go  back  to  a  situation  where  the 
desire  of  people  to  join  this  way  of  life  can  be  accom- 
modated better  than  we  have  been  accommodating  it 
recently,  and  1  would  hope  that  your  Commission  will 
lean   in   the   direction   of  making  that  more  possible. 

I  have  heard  some  noises,  particularly  from  the 
Chairman,  which  lead  me  to  worry,  and  I  will  discuss 
those  below. 

Despite  many  of  the  comments  that  you  may  hear 
from  economists,  the  labor  market  is  not  well  under- 
stood. There  is  a  great  deal  of  research.  Many  mil- 
lions and  possibly  billions  have  gone  over  the  dam  for 
research  grants,  but  the  labor  market  is  not  well 
understood. 

Much  nonsense  passes  for  fact  if  it  comes  from  the 
right  source.  A  lot  of  the  nonsense  is  quite  perni- 
cious and  one  of  the  reasons  we  need  data,  and  better 
data,  is  so  that  those  of  us  who  do  not  write  nonsense 
can  puncture  some  of  the  nonsense. 
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In  fact,  I  sometimes  think  I  could  devote  full- 
time  to  writing — in  fact,  that  might  be  the  best  use  of 
my  time — instead  of  trying  to  discover  the  truth,  to 
write  articles  which  poke  holes  in  other  peoples' 
nonsense,    stuff  which  is   nonsense   on  the  face  of  it. 

Now,  the  data  needs  for  research  are  very  unevenly 
filled.  In  particular,  we  have  half-way  decent  data  on 
stocks  of  people,  that  is,  where  people  are  at  some 
moment.  Whether  they  are  unemployed,  employed,  or  out 
of  the  labor  market.  I  will  go  into  a  little  bit  of 
the  problems  of  those  data  later. 

But  I  want  to  emphasize  here  that  data  on  flows  is 
very  poor  and  it  is  in  the  flows  that  the  real  drama  of 
the  labor  market  takes  place.  It  is  the  hires,  the 
separations,  the  movements  in  and  out  bf  the  labor 
market,  the  promotions,  the  movements  from  one  industry 
to  another  and  one  occupation  to  another  and  one  status 
to  another  that  is  the  real  drama  of  what  goes  on  and 
provides  the  real,  you  might  say,  the  business  end  of 
the  labor  market. 

So,  one  great  need  is  data  on  flows.  1  particu- 
larly would  be  interested  from  my  own  work  in  flows 
which  relate  to  occupations  because  1  think  that  many 
of  the  pathologies  of  the  labor  market  relate  to  the 
fact  that  certain  groups  are  barred  from  certain  occu- 
pations or  have  a  very  hard  time  in  entering  certain 
occupations,  particularly  women,  particularly  blacks, 
particularly  older  people. 

One  potential  source  of  this  information  is  the 
data  which  are  collected  monthly  by  the  Census  Bureau 
for  the  BLS  for  the  monthly  report  on  unemployment. 
People  stay  on  the  panel  and  you  can  ask  them  questions 
about — or  you  could  follow  them  as  to  where  they  were 
this  month  as  compared  with  where  they  were  last  month. 

Now,  it  has  been  known  to  me  personally  since 
196l--and  I  am  sure  that  people  knew  it  before  that-- 
that  there  is  terrible  trouble  when  you  look  at  those 
data,  and  I  do  not  believe  those  troubles  have  been 
ironed  out. 


MR.  POPKIN:     Which  data  now? 
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DR.    BERGMANN:      These    gross    flow   data  in  which 

peoples'     movements    are    compared    from    one  month  to 

another  for  people  who  remain  in  the  sample.  And  there 

have  been  very  severe  problems  with  these.  They  are 
not  published. 

DR.  POPKIN:  This  is  just  asking  people  each 
month,  what  is  your  job,  and  then  looking  at  the 
changes? 

DR.  BERGMANN:  Okay,  let  me  start  from  the 
beginning. 

DR.  POPKIN:  We  should  not  count  this  as  part  of 
her  15  minutes. 

CHAIRMAN  LEVITAN:  If  you  would  not  interrupt, 
then  it  wouldn't. 

DR.  BERGMANN:  The  way  the  unemployment  figures 
are  collected  is:  You  knock  on  the  door  and  you  ask 
the  person  who  is  there:  What  is  the  labor  market 
status  of  all  the  people  in  the  household? 

Now,  they  do  not  take  a  random  sample  each  month. 
What  happens  is  they  locate  a  household  and  the  house- 
hold stays  in  the  sample  for  four  months. 

So,  it  is  possible  to  compare  what  individuals  say 
the  first  month  with  what  they  say  the  second  month, 
with  what  they  say  the  third  month.  And,  assuming  that 
you  have  asked  the  questions  correctly  and  that  they 
have  given  the  correct  answers ,  you  can  plot  the  amount 
of  movement  in  that  sample  from  one  status  to  another, 
from  employment  to  unemployment,  from  occupation  to 
another  occupation,  and  so  on. 

Now,  these  are  potentially  extremely  valuable  data 
for  research.  They  are  not  published  and  the  reason 
that  they  are  not  published  is  that  they  are  in  shock- 
ing shape — or  they  were  when  I  last  saw  them.  Even  the 
column  and  row  totals,  the  last  I  saw,  did  not  match, 
and  there  are  other  problems  with  them  I  am  sure  Sar 
knows  about  very  well. 

These  data  represent  answers  to  questions  which 
are   the   underlying   basis    for  all  the  employment  and 
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unemployment  figures  that  are  published  and  the  fact 
that  there  are  these  problems  with  them  is  to  me  rather 
shocking. 

Now,  the  story  is  given  that  somehow  or  other,  the 
mistakes  will  all  cancel  out  so  don't  worry.  But  these 
data  would  be  extremely  valuable  for  research.  You  can 
now  get  them  on  an  informal  basis,  but  they  are  so  bad 
that  you  have  to  devote  a  lot  of  time  and  effort  to 
editing  them  and  you  may  not  be  doing  it  the  right  way. 

So,  I  would  urge  that  these  data  be  cleaned  up  and 
published.  Now,  I  just  saw--l  did  not  see  it  in  the 
daily  papers,  but  1  saw  it  in  the  Chronical  of  Higher 
Education--that  Aaron  Gordon  died  last  month.  Now, 
Aaron  Gordon,  of  course,  was  the  chairperson  of  the 
previous  Committee  on  Employment  and  Unemployment 
Statistics  and  he  was  interested  in  this  issue,  and  I 
may  say  that  he  has  not  managed  to  live  to  see  this 
matter  reformed.     I  hope  you  do. 

This  is  an  example  of  the  kind  of  data  that  would 
be  excellent  for  research  and  it  would  probably  improve 
the  published  data  if  these  problems  could  be  reduced. 

It  would  be  good,  in  my  view,  to  have  a  central 
statistical  agency  which  would  coordinate  establishment 
data,  household  data,  and  administrative  data  and  come 
out  not  with  five  and  ten  disparate  series,  but  one  set 
of  data  for  the  whole  economy  which  match;  where  the 
GNP  accounts  match  the   labor   force   stuff,   and  so  on. 

Now,  my  major  interest  in  research  and  also  in 
policy  relates  to  the  labor  market  problems  of  blacks 
and  women  and  other  unfortunte  minorities  who  do  not  do 
well  in  the  labor  market.  Here,  I  would  urge  on  the 
Commission  the  motto,  which  the  medical  profession 
allegedly  goes  by,  which  is  "do  not  harm." 

MR.    POPKIN:      I    thought    it   was    "heal  thyself." 

DR.  BERGMANN:  That  is  the  motto  of  the  lay 
people,  or  it  should  be. 

That  is,  make  sure  that  nothing  you  do  hurts 
groups  which  are  bad  enough  off  already.  Now,  why 
would  you  do  anything  like  that?     I  will  tell  you  why. 

When  you  are  in  the  government,  or  possibly  even 
when  you  are  a  member  of  a  government  commission,  but 
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certainly  when  you  are  in  the  government,  especially 
when  you  are  in  the  White  House,  there  is  a  tendency-- 
and  this  is  regardless  of  Republican  and  Democratic 
administrations--to  try  to  say,  "Well,  there  are  prob- 
lems and  perhaps  they  are  serious,  but  they  are  not 
quite  as  serious  as  they  look  and  they  are  getting 
better." 

An  exemplar  of  that  tendency  is  the  chapter  on 
women's  labor  market  issues  in  the  Economic  Report  of 
the  President  published  by  the  Council  of  Economic 
Advisers  in  1973.  It  was  a  very  credible  review  of  the 
data,  but  the  purpose  of  publishing  that  chapter  was  to 
say,  "don't  worry  too  much.  Most  of  their  unemployment 
is  their  own  fault  and  most  of  their  wage  problems  are 
their  own  fault." 

Now,  a  lot  of  what  was  in  that  chapter  was 
specious.  A  lot  of  things  which  have  been  said  about 
blacks  are  specious.  I  have  heard  say  that  the  reason 
blacks  have  high  unemployment  rates  is  that  a  lot  of 
them  do  not  understand  English,  for  example.  They  do 
not  learn  good  language  when  they  are  kids,  things  of 
that  sort. 

But  what  I  would  urge  you  is  to  be  careful  and 
always  to  lean  on  the  side,  especially  where  there  is  a 
doubt  as  there  is  in  all  of  these  things,  in  terms  of 
making  sure  that  your  recommendations  do  not  hurt  these 
groups . 

I  would  certainly  pay  particular  attention  to  the 
way  possible  undercount  of  black  males  affects  black 
unemployment  rates.  With  respect  to  females,  the 
structure  of  the  questionnaire  may  very  well  limit  the 
estimate  of  their  unemployment  rates  to  below  what  they 
actually  are. 

I  understand  that,  for  example,  different  ques- 
tions are  asked  concerning  females  than  males.  Of 
males,  it  is  asked:  Were  you  working  or  doing  some- 
thing else  last  week?  And  of  females,  it  is  asked: 
Were  you  keeping  house  or  doing  something  last  week? 
And  I  would  suggest  that  differences  of  that  sort 
should  be  viewed  with  a  very  fishy  eye. 

Now,  getting  down  to  your  Chairman's  suggestions, 
namely,  that  there  be  some  sort  of  a  new  unemployment 
index  where  the  bodies,  instead  of  each  person  counting 
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as  one,  are  rated  fractionally,  depending  on  the  hard- 
ship which  the  body  is  feeling  through  unemployment.  I 
will  not  dismiss  that  out  of  hand. 

I  would  say  that  is  a  great  research  subject  for 
universities--leave  it  to  the  University  of  Chicago.  I 
am  sure  that  they  will  come  up  with  a  good  way  to  do 
it,  and  then  I  can  devote  some  of  my  time  to  coming  up 
jwith  some  other  way  to  do  it. 

I  think  that  Sar  certainly  has  an  idea.  I,  myself, 
for  example,  when  I  look  at  the  teenage  unemployment 
rates,  look  only  at  the  number  of  people  who  were  not 
in  school,  and  that  is  along  that  same  idea. 

But  I  think  that  constructing  these  indexes  tends 
to  view  the  hardship  as  purely  financial  whereas,  as  I 
said  earlier,  thank  God,  we  have  employment  as  a  way  of 
life  in  this  country,  and  these  people  want  to  get  in 
on  it.  Their  not  being  able  to  get  in  on  it  is  serious 
Even  if  there  is  no  financial  hardship  that  you  would 
consider  a  real  hardship,  it  is  serious.  It  is  some- 
thing that  national  policy  should  concern  itself  about. 

To  be  personal,  which  maybe  one  shouldn't  be  in 
giving  expert  testimony,  but  anyway  when  I  got  out  of 
college  I  was  a  math  major  from  Cornell  and  I  graduated 
in  1948  and  I  could  not  find  a  job  for  three-quarters 
of  a  year  because  we  were  in  a  recession. 

Now,  I  was  being  supported  on  a  lovely  scale  by  my 
mother  and  eating  steak  every  other  night,  but  I 
suffered  great  psychic  pain  and  great  feeling  of  use- 
lessness  and  great  psychological  demoralization,  and 
nobody  would  have  said  I  was  in  any  hardship  situation. 

But  I  think  if  you  take  a  black  kid,  for  example, 
who  is  rather  tentative  about  his  own  abilities,  who  is 
leery  of  the  way  he  is  going  to  be  treated  and  suspects 
discrimination  around  every  corner,  who  is  low  in 
f orebearance ,  and  you  put  that  person  in  as  a  fraction 
of  a  prime  age  male  because  the  hardship  does  not  seem 
to  you  as  big  as  the  hardship  Mr.  Moskow  would  have  if 
he  was  out  of  work,  I  think  that  is  dynamite.  I  would 
not  do  it  if  I  were  you. 

CHAIRMAN  LEVITAN:  Barbara,  will  you  leave  us  some 
time  to  ask  questions? 
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DR.  BERGMANN:  I  have  one  more  thing  to  say. 
CHAIRMAN    LEVITAN:      If    you   want    to  filibuster, 

fine . 

DR.    BERGMANN:     No,   I  have  one  more  thing  to  say. 

That  is  that  we  owe  it,  and  the  government  owes  it 
to  finance  things  relating  to  the  labor  market  other 
than  pure  data  gathering  and  running  regressions  on 
government  data.  They  ought  to  be  financing  case 
studies,  data  collection,  and  not  just  Ohio  State.  They 
ought  to  be  financing  imaginative  local  studies,  things 
like  the  job  search  thing  that  was  done  by  Upjohn  a 
number  of  years  ago.  There  ought  to  be  much  more  of 
that. 

CHAIRMAN  LEVITAN:     Thank  you.  Professor  Bergmann. 

MR.  POPKIN:  Dr.  Bergmann,  just  one  small  thing. 
When  you  talked  about  the  horrible  shape  of  the  gross 
flow  data  and  the  terrible  shape  it  has  been  in  since 
at  least  1961  when  you  first  looked  at  it,  something 
occurred  to  me  that  I  want  to  ask  your  opinion  on:  How 
much  of  the  trouble  do  you  think  may  be  due  to  the  fact 
that  it  is  not  the  same  person  answering  the  same 
questions  every  month  in  the  household? 

It  is  starting  to  bother  me  that  it  may  be  a 
different  person  every  month  that  is  being  asked,  and 
not  every  person  is  being  asked  about  himself.  I 
wonder  how  much  of  the  problem  is  classification.  That 
this  may  be  one  example  of  where,  when  the  person  is 
home,  the  person  says,  "I  am  an  executive  metal 
stamper";  and  when  the  person  is  not  home,  they  say, 
"She   is   a   sheetmetal  worker"   or  something  like  that. 

DR.  BERGMANN:  Well,  I  think  that  is  part  of  it, 
that  some  people  answer  for  other  people.  I  have  heard 
Mike  Lovell,  who  is  a  very  talented  labor  economist, 
among  other  things,  who  used  to  be  a  collector  of  this 
data   for  the  BLS,   and  he  has  some  wonderful  stories. 

But  the  reason  he  thinks  there  is  this  problem  is 
that  when  the  enumerator  comes  around  the  second  time, 
the  people  say,   "Hey,  I  gave  you  that  information  last 
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month."  They  think  it  is  asking  the  same  thing  twice 
and  they  do  not  pay  much  attention.  That  is  another 
theory,  that  it  is  not  properly  explained  to  them  that 
they  are  being  followed. 

CHAIRMAN  LEVITAN:    Mr.  Anderson. 

MR.  ANDERSON:  Yes,  I  am  always  pleased,  Barbara, 
to  have  you  come  and  speak  and  I  appreciate  the  lon- 
gevity you  have  wished  us  and  I  hope  that  we  all  live  a 
long  time. 

But  I  certainly  share  your  concern  about  the  out- 
come of  what  this  Commission  will  do  and  we  certainly 
do  not  want  to  do  anything  that  is  going  to  minimize 
the  importance  of  the  kind  of  problem  that  you  have 
brought  to  our  attention  today  and  that  you  have  been 
writing  about  over  the  years. 

But  you  mentioned  the  gross  flow  data  and  that  was 
also  mentioned  earlier,  I  think,  before  you  came,  by 
Professor  Kalachek  from  St.  Louis.  Is  it  not  the  case 
though  that  the  period  of  time  during  which  respondents 
would  be  covered  would  be  16  months? 

DR.  BERGMANN:  Well,  my  impress ion- -they  are  in 
four,  then  they  go  out   

MR.  ANDERSON:  They  are  in  four,  they  are  out 
eight,  they  come  back  for  four,  and  then  they  are  out 
for  good? 

DR.  BERGMANN:     Yes,  that  sounds  right. 

MR.  ANDERSON:  So,  then  you  would  only  look  at 
them  for  eight  months  but  really  over  a  16-month 
period? 

DR.  BERGMANN:  Yes. 

MR.  ANDERSON:  And  during  that  period  of  time, 
persons  would  be  asked  about  their  experiences  and,  as 
indicated,  about  the  experiences  and  the  status  of 
other  individuals  in  the  household. 
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There  was  an  interesting  survey  in  1967,  I  believe, 
when  parents  were  asked  about  the  labor  market  activity 
of  their  children,  and  later  the  children  were  asked 
about  their  own  labor  market  activity.  There  was  a 
wide  gap  between  the  two,  especially  on  employment, 
labor  force,  and  so  forth. 

What  I  am  wondering,  given  the  concern  you  have 
about  occupational  mobility,  really  how  much  of  that  is 
likely  to  be  revealed  in  any  significant  way  in  a 
period  of  16  months?  Don't  you  really  need  longi- 
tudinal data  over  a  much  longer  period  of  time  than 
that  to  really  get  at  the  kind  of  issues  that  you  have 
raised  about  mobility? 

DR.  BERGMANN:  Well,  obviously  more  is  better. 
More  longitudinal  data  would  be  desirable.  I  am  really 
not  an  expert  in  terms  of  what,  for  example,  is  being 
done  at  Ohio  State.  I  know  that  rather  vaguely.  I 
certainly  think  that  ought  to  continue  and  that  that  is 
one  of  the  best  investments  the  Labor  Department  has 
ever  made,  in  funding  those  studies. 

I  do  think,  though,  that  the  monthly — month-to- 
month  things--f orget  about  following  a  person  eight 
months,  just  for  four  months  following  their  transi- 
tions is  very  valuable.  I  am  particularly  interested 
for  example,  in  discrimination.  And,  to  me,  the  act  of 
discrimination  occurs  when  a  person  is  denied  an  oppor- 
tunity to  go  from  the  state  he  is  in  to  a  state  he  or 
she  applies  for  and  is  competent  to  fill  and  yet  cannot 
make  that  transition. 

MR.  ANDERSON:  But  is  it  not  the  case  that  there 
is  absolutely  nothing  in  the  current  CPS  questionnaire 
that  would  reveal  that? 

DR.  BERGMANN:  Well,  if  you  look--let's  take  some- 
thing like  managers.  The  CPS  questionnaire  does  have 
occupation  and  let's  assume  that  this  problem  we  spoke 
about  earlier  is  not  a  serious  problem  and  people 
answered  it  correctly.  You  could  estimate  for  each 
month  how  many  people  were  entering  the  state  of  being 
a  manager  and/or  administrator. 
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Presumably,  it  would  be  some  blowup  of  all  of  the 
people  who  reported  themselves  this  month  as  manager  or 
as  administrator  and  something  else  the  previous  month. 
You  could  then  look  at  that  by  race  and  sex  and  you 
would  have  a  very  good  ability  to  monitor  the  extent  to 
which  these  jobs  were  being  filled  on  a  nondiscrimi- 
natory basis. 

So,  I  think  that  kind  of  information  potentially 
is  valuable;  it  is  valuable  in  terms  of  what  1  consider 
the  most  important  labor  market  policy  there  is,  which 
is  reforming  the  labor  market  so  that  it  is  much  fairer 
than  it  is  now. 

If  you  will  look  at  our  domestic  problems:  if  you 
look  at  welfare,  if  you  look  at  bad  housing,  if  you 
look  at  crime,  if  you  look  at  almost  anything  you  can 
name--and  I  might  throw  in  inf lation--there  are  very 
few  of  these  problems  that  would  not  be  significantly 
relieved  if  we  could  get  rid  of  race  discrimination  and 
if  we  could  get  rid  of  the  bad  situation  with  women  in 
the  labor  market. 

Maybe  some  new  problems  would  arise  if  we  did,  but 
I  think  we  can  see  that  a  lot  of  these  problems  would 
be  alleviated  and  so  what  I  am  mostly  interested  in  is 
developing  a  data  base  so  that  we  understand,  first  of 
all,  that  these  problems  exist  and  are  not  the  fault  of 
the  victims,  which  is  what  you  get  out  of  a  lot  of 
these  pernicious  researchers  I  was  speaking  of,  and 
that  you  can  monitor  the  progress  so  we  can  be  needling 
the  government  to  do  better,  do  more. 

MR.  ANDERSON:  I  would  only  add  one  comment  there, 
Barbara.  I  certainly  share  your  concern  for  that.  I 
just  wonder  how  many  of  those  very  valuble  objectives 
you  have  enunciated  can  be  accomplished  simply  by 
reporting  the  gross  flow  data  versus  doing  other  things 

DR.  BERGMANN:  Oh,  no.  I  do  not  say  the  gross 
flow  data  or   

MR.  ANDERSON:  Did  you  in  your  paper  discuss  this 
fully?     I  have  not  yet  received  a  copy. 

DR.    BERGMANN:     Nobody  has  yet  received  my  paper. 
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MR.  ANDERSON:  I  look  forward  to  receiving  it  and 
reading  it  with  great  care.  I  hope  in  your  paper  that 
you  give  specific  attention  not  only  to  the  gross  flow 
question,  but  the  other  changes  in  the  current  system 
which  you  think  are  necessary  to  give  us  the  informa- 
tion you  need  to  better  understand  what  is  happening  in 
the  labor  market  with  respect  to  discrimination. 

DR.  BERGMANN:  Well,  I  think--my  talk  today  is  not 
really  concentrated  on  discrimination.  By  the  way,  I 
did  neglect  to  say  one  thing  that  I  want  to  say.  There 
used  to  be  a  vacancy  series.  Gross  as  it  was,  it  was 
useful.  It  was  discontinued  and  I  understand  the 
gossip  is  that  it  was  discontinued  because  there  were 
so  few  of  them,  they  were  hardly  worth  counting. 

Well,  this  is  like  saying  that  murder  is  not 
important  because  there  are  very  few  living  people  who 
are  the  victims.  It  used  to  be  that  people  said, 
"Well,  there  are  millions  of  jobs  around;  it  is  just 
these  people  are  no  good  to  fill  them." 

And  then  for  a  while  they  published  the  vacancy 
data,  and  people  could  not  say  that.  But  I  think  it  is 
coming  back. 

So,  not  only  is  that  useful  in  research,  it  is 
also  useful  in  policy  discretion. 

CHAIRMAN  LEVITAN:  Mr.  Moskow,  I  would  like  it  to 
be  a  short  one. 

MR.  MOSKOW:  All  right.  On  the  hardship  index, 
you  mentioned  it  was  an  interesting  idea  that  should  be 
left  to  people  in  universities  at  this  point  to  explore 
further  and  do  some  research  on.  Could  you  give  us 
some  ideas  about  the  different  elements,  criteria  that 
you  would  think  should  be  explored  by  researchers 
before  a  decision  is  made  on  a  hardship  index. 

DR.  BERGMANN:  Do  you  mean  any  decision  made  by 
the  government? 


MR.  MOSKOW:  Yes. 
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DR.  BERGMANN:     Well,  I  confess,  I  was  trying  to  be 
polite.     I  mean,  I  am  not  saying  it  ought  to  be  a  major 
Ifocus  of  university  research  because  I  do  not  have  any 
very  good   ideas   about   it.      I   mean,    I   know  what  some 
people  would  put  in,  and  I  am  against  them. 

MR.     MOSKOW:      What    types    of    things    are  those? 

DR.  BERGMANN:  Family  income,  income  of  other 
members  of  the  family,  marital  status,  sex.  I  am 
against  all  of  those. 

MR.  ANDERSON:     Not  in  that  order,  though. 

DR.  BERGMANN:  No. 

I  mean  I  am  against  them  as  ingredients  of  the 
hardship  index;  I  am  not  against  them  in  other  areas  of 
life. 

MR.  MOSKOW:  How  do  they  put  sex  in  the  hardship 
index? 

DR.  BERGMANN:  George  Perry  at  Brookings  computed 
one  a  while  back  and  he  counted  women  as  six-tenths  of 
a  man.  That  was  not  exactly  a  hardship  index.  That 
was  a  productivity  index.  He  said  anybody  who  gets  low 
wages  is  just  not  productive.  That  is  another  way  of 
looking  at  it. 

But  there  is  a  theory  that  all  of  the  women  are 
really  being  taken  care  of  by  the  men.  Maybe  that  is 
true  in  Morocco,  but  it  is  not  true  here. 

CHAIRMAN  LEVITAN:  I  am  sorry  that  we  are  rushed, 
but  Dr.  Yee  is  waiting.  I  do  hope  that  we  will  have  a 
chance  to  discuss  what  you  would  want  to  put  in  the 
hardship  index  more  carefully. 

MS.  WILLS:  Yes,  I  would  like  to  hear  more.  He 
will  not  let  me  ask  questions  now  because  we  are 
running  late. 

DR.  BERGMANN:  I  will  be  glad  to  talk  to  any  of 
you  over  the  telephone  who  would  like. 
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CHAIRMAN  LEVITAN:     We  will  call  you  soon,  Barbara. 

There  is  a  motion  to  take  a  break.  It  is  being 
seconded.  It  is  unanimous.  We  will  take  a  break  for 
ten  minutes . 

(Whereupon,  a  brief  recess  was  taken.) 

CHAIRMAN  LEVITAN:  Thank  you,  Dr.  Yee,  for  coming 
to  help  us  out  on  a  subject  in  which  the  Commission  has 
little  expertise  and  one  to  which  we  should  pay  greater 
attention. 

STATEMENT  OF  ALBERT  YEE 
CENSUS    ADVISORY    COMMITTEE    ON    ASIAN  AND 
PACIFIC    AMERICANS     POPULATION     FOR  THE 
1980  CENSUS 

DR.  YEE:  Thank  you.  I  appreciate  your  invita- 
tion. You  should  know  that  I  come  here  as  a  member  of 
the  Census  Advisory  Committee  on  the  Asian  and  Pacific 
Americans  Population  for  the  1980  Census,  which  had  its 
first  meeting  in  August  1976.  I  served  as  the  commit- 
tee's first  chair,  and  I  am  its  current  chair-elect. 
Ms.  Tania  Azores  of  New  York  will  serve  as  the  present 
chair  through  June. 

However,  and  I  should  make  this  clear,  although  I 
have  this  kind  of  background  and  more  knowledge  con- 
cerning labor  statistics  than  perhaps  the  average  per- 
son, I  appear  before  you  as  a  concerned  citizen  and 
cannot  represent  the  advisory  committee. 

On  January  27,  1977,  Dr.  Joseph  Duncan,  deputy 
associate  director  for  statistical  policy.  Office  of 
Management  and  Budget,  appeared  before  our  committee  to 
discuss  many  concerns  on  federal  statistical  policies 
which  tend  to  overlook  Asian-Pacific  Americans  and  to 
assume  them  under  general  categories  such  as  "other"  or 
"Asian  and  Pacific  Islander." 

Dr.  Duncan  informed  us  that  this  Commission  was 
being  formed  and  urged  our  views  be  made  known  to  the 
Commission.  We  had  hoped  that  a  member  of  the  Asian- 
Pacific  Committee  might  be  appointed  by  the  President, 
or  someone  from  the  black  or  Spanish  Committee,  to  the 
Commission. 
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What  we  discussed  with  Dr.  Duncan  and  the  Census 
Bureau  15  months  ago  remains  essentially  the  same.  In 
the  short  time  I  have  I  would  like  to  highlight  some  of 
ny  concerns. 

First,  the  Current  Population  Survey,  which  is 
conducted  for  the  Bureau  of  Labor  Statistics,  primarily 
for  unemployment  data,  is  useless  for  labor  and  social 
statistics  concerning  Asian  and  Pacific  Americans, 
rhis  is  because  the  CPS  sampling  has  not  been  made 
reliable  for  such  population  groups. 

To  indicate  the  demand  for  fair  and  equitable 
treatment  of  Asian-Pacific  Americans,  I  have  presented 
to  Dr.  Rosenblum  copies  of  resolutions  from  the  legis- 
latures of  Hawaii,  Guam  and  California  in  support  of 
Senate  Joint  Resolution  No.  47,  introduced  by  Senator 
Matsunaga,  and  House  Joint  Resolution  No.  588,  intro- 
duced by  Congressman  Mineta. 

Because  of  this  lack  of  unemployment  statistics, 
the  $15  to  $20  billion  of  major  legislative  programs 
are  difficult  and  may  be  impossible  to  obtain  to 
properly  address  the  labor  needs  of  Asian-Pacific 
Americans.  We  surely  need  reliable  and  accurate  unem- 
ployment statistics,  since  Asian-Pacific  community 
agencies  continue  to  tell  us  that  they  are  forced  to 
use  the  undercount  figures  of  the  1970  census  and 
patchwork  data,  such  as  from  the  local  schools,  to  seek 
CETA  funds. 

However,  it  is  much  more  complex  than  simply 
having  unemployment  statistics.  The  debate  between  the 
Bureau  of  Labor  Statistics  and  others,  such  as  the  U.S. 
Conference  of  Mayors,  does  not  carry  full  relevance  for 
most  of  our  concerned  populations  because  of  the  prac- 
tice of  Asians  to  suffer  underemployment  and  not  appear 
in  unemployment  compensation  claims  data,  if  I  under- 
stand what  the  Bureau  of  Labor  Statistics  is  proposing. 

I  strongly  urge  the  Commission  to  give  full  and 
deliberate  attention  to  the  need  for  underemployment 
statistics . 

According  to  an  analysis  of  the  1970  census  by 
Urban  Associates,  underemployment  characterizes  the 
Asian-American  situation,  especially  for  the  foreign 
born,  and  I  quote,  "Despite  the  highly  skilled  back- 
ground of  a  majority  of  Asians  who  have  immigrated  to 
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this  country,  due  to  factors  which  include  discrimina- 
tion, noncitizenship  status,  licensing  requirements  or 
lack  of  ability  in  English,  many  former  professional 
workers  have  been  forced  to  shift  to  lesser  skilled, 
nonprofessional  occupations." 

The  educational  level  of  Asian-Americans  is 
typically  greater  than  other  Americans  at  comparable 
positions  of  employment.  Now,  1  think  that  hypothesis 
should  be  tested.  Asian-Americans  tend  to  feel  it, 
believe  it.  But  I  do  not  think  it  has  been  tested  by 
groups  such  as  the  Commission. 

Third,  I  regret  that  the  federal  statistical 
process  continues  to  make  use  of  the  term  "race" 
instead  of  a  more  up-to-date  concept  such  as  heritage, 
as  proposed  in  Congressman  Lehman's  House  Bill  No. 
10386. 

I  think  it  is  high  time  that  we  replace  the 
stereotypic  and  historically  malignant  concept  of  race, 
the  chief  source  of  prejudice,  discrimination  and 
inhumanity  in  the  past  and  still  today. 

South  Africa's  apartheid  policies  may  be  the  most 
familiar  example  of  racial  bigotry  today  and  Nazi 
Germany  the  key  example  of  the  past.  But  our  nation 
has  had  a  tragic  history  of  racial  conflict  and  bigotry 
which  continues  today  to  some  extent. 

The  Congress  and  the  courts  have  attempted  to 
overthrow  the  past  through  law,  and  I  should  not  have 
to  emphasize  their  great  need  to  eliminate  the  source 
of  hatred  and  disunity  still  among  us. 

Having  said  all  of  that,  which  could  be  elaborated 
upon  in  volumes,  I  regret  that  the  Census  Bureau  and 
the  federal  statistical  system  continue  to  use  the  term 
"race,"  as  can  be  seen  in  the  printed  questionnaires 
for  the  Richmond  Dress  Rehearsal  under  item  number 
four. 

Although  I  do  not  have  sufficient  information  on 
this  matter,  item  number  seven  of  the  latest  question- 
naire is  an  ethnic  origin  item  for  the  Spanish.  First, 
I  note  with  confusion  that  enumerators  are  instructed 
to  list  Spanish  as  "white,"  while  Mexican-American, 
Mexican  or  Chicano,  Puerto-Rican  and  Cuban  are  to  be 
listed  as  "other." 


131 


Second,  I  wonder  if  people  will  not  be  counted 
twice  and  even  lost  in  the  relevant  categories  through 
confusion  between  items  four  and  seven,  such  as  the 
example  which  makes  the  classification  of  Cuban-Irish 
and  other  such  combinations  as  "not  Spanish." 

Lastly,  having  two  items  for  all  individuals,  one 
phrased  as  "race,"  and  the  other  as  "Is  this  person's 
origin  or  descent,"  as  well  as  item  13,  which  asks 
"What  is  this  person's  ancestry?"  The  strong  suspicion 
can  be  raised  that  the  American  people,  regardless  of 
education  and  intelligence,  will  be  confused  and  frus- 
trated. 

We  should  not  make  the  work  of  the  people  and  the 
census  enumerators  any  harder  than  it  is.  I,  there- 
fore, support  House  Bill  10386,  stipulating  that  there 
be  one  questionnaire  item  for  the  single  heading  of 
"heritage."  A  single  item  can  be  designed  to  be  more 
comprehensive,  error-free,  and  easier  to  understand 
without  taking  any  more  space  than  the  three  items , 
four,  seven,  and  thirteen,  take  at  present. 

It  is  high  time  that  the  federal  statistical  sys- 
tem have  languages  and  processes  designed  which  accu- 
rately enumerate  and  portray  the  true  pluralism  of  this 
great  land,  greatness  which  stems  from  the  diversity 
and  blending  of  heritages  from  across  the  world. 

With  data  processing  systems  available  a  quarter 
century  ago  or  more,  this  pluralism  could  be  reliably 
enumerated  with  an  item  which  allowed  multiple  re- 
sponses and  would  help  overcome  the  undercount  and 
statistical     neglect     of     smaller    population  groups. 

Thus,  a  Cuban-Irish  would  be  counted  as  such 
rather  than  white  at  present.  Obviously,  nonwhite 
minorities  are  not  the  only  Americans  with  multicul- 
tural heritages.  All  Americans  have  roots  elsewhere, 
even  the  native  Americans  when  we  look  back  tens  and 
thousands  of  years  to  their  migration  from  Asia. 

The  Commission  should  direct  the  Census  Bureau  and 
the  Office  of  Management  Bureau  to  fulfill  this  objec- 
tive of  reliable  and  accurate  enumeration  and  classi- 
fication for  functional  and  vital  philosophical  pur- 
poses. The  present  system  was  archaic  some  censuses 
back  and  we  are  proceeding  with  the  same  mistakes  for 
1980. 
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Beyond  data  classification  and  enumeration,  the 
Congress  should  develop  consistency  in  legislation 
which,  in  the  past,  has  forced  usage  and  perpetuation 
of  the  archaic  concepts  such  as  race. 

I  recommend  that  a  study  be  made  to  see  how  our 
laws  can  be  revised  to  eliminate  anachronisms  which 
make  white  synonymous  with  American  and  those  who  are 
nonwhite  as  "other." 

Such  changes  are  needed  now  to  develop  effective 
governmental  programs  and  modify  attitudes  and  policies 
aimed  at  the  characteristics  of  population  centers.  In 
California,  Los  Angeles  County,  with  a  population  of 
about  7  million  today,  has  had  a  drop  of  81  percent 
Anglo  to  almost  50  percent  today  and  an  expected 
decline  to  44.4  percent  by  1980. 

With  1,484  census  tracts  in  the  county,  the  Anglo 
tracts  are  declining  from  1,398  in  1950  to  a  projected 
729  by  1980.  While  there  was  only  one  Asian-Pacific 
census  tract  identified  in  1950,  54  are  projected  by 
1980,  which  would  be  on  the  order  of  about  170,000 
people . 

By  1980,  three  out  of  every  ten  persons  in  Los 
Angeles  County  will  be  Spanish.  Statistical  policies 
and  techniques  must  become  more  systematic  and  sensi- 
tive to  the  rapidly  changing  population  characteristics 
of  California  and  Los  Angeles  County,  places  that  are 
hardly  insignificant. 

We  should  not  have  to  trade  gross  and  oversight 
processes  in  terms  of  state-local  concerns,  the  real 
needs  of  the  people,  for  the  sake  of  national  statis- 
tics. Needless  to  say,  what  good  are  national  statis- 
tics which  are  used  to  generate  federal  policy  and 
programs,  such  as  CETA,  and  make  it  typically  burden- 
some for  local  sources  to  obtain  proper  allocations  and 
to  address  unmet  problems,  such  as  underemployment.  We 
need  some  changes  and  we  urge  the  Commission  to  help 
bring  them  about. 

And  I  thank  you  for  this  opportunity  to  testify 
before  you. 

CHAIRMAN  LEVITAN:  Thank  you.  Professor  Yee.  One 
point  of  information.  Of  course,  you  stressed  the  point 
about   revising  the   census.     You  suggested  the  Commis- 
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sion  should  direct  0MB  or  the  Census  to  do  things  dif- 
ferently. The  Commission  cannot  direct  either  0MB  or 
the   Census.     We   can   recommend,   but  realistically   

I         DR.  YEE:     We  recommend  to  the  Bureau,  too. 

CHAIRMAN  LEVITAN:  -—  Well,  realistically,  our 
report  is  not  going  to  be  out  until  about  the  fall  of 
1979.  At  that  time,  the  census  questions,  as  you  well 
know  as  an  advisor  to  this  census,  are  going  to  have 
been  locked  in.  They  will,  in  fact,  be  locked  in 
sometime  this  year. 

Therefore,  if  you  want  any  changes  there,  whatever 
else  we  might  do  in  recommending  and  whomever  might 
listen  to  us  in  the  future,  we  will  not  be  able  to  do 
anything  about  changing  the  questions  in  the  census. 
And,  therefore,  that  should  be  directed  entirely  to  the 
Census  and  0MB  or  to  Congress,  as  you  suggested. 

DR.  YEE:  Well,  I  appreciate  that.  We  are  con- 
tinuing to  recommend  changes  to  clean  up  the  census.  I 
made  a  very  strong  pitch  at  our  last  meeting  on  their 
decision  to  classify  anyone  that  insists  their  race  is 
American,  classifying  American  as  white.  I  think  on 
purely  a  philosophical  matter  that  should  be  changed  to 
"other." 

But  you  are  right;  I  do  not  think  that  item  four, 
seven,  or  13  will  change.  We  were  able  to  get  the 
Bureau  to  agree   

CHAIRMAN  LEVITAN:  I  am  not  saying  it  would  not;  I 
really  do  not  know.  I  just  say  that  the  Commission 
will  be  of  very  little  help  to  you  on  that  particular 
matter. 

DR.  YEE:    Well,  we  appreciate  that. 
CHAIRMAN  LEVITAN:     Ms.  Wills? 

MS.  WILLS:  Recognizing  the  Commission  cannot  do 
anything  officially  about  that,  I  am  curious  to  know 
the  response  as  to  why  they  are  unwilling  to  change. 
Is  it  because  of  the  state  of  continuity  of  the  sta- 
tistics? 
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DR.  YEE:  Well,  I  think  Dr.  Duncan  was  right--he 
did  not  say  this,  but  I  thought  he  was  saying,  "Don't 
pick  on  the  Bureau;  pick  on  us  and  the  commission,  when 
we  form  a  commission." 

Now,  I  told  Dr.  Rosenblum  that  he  and  the  Commis- 
sion should  become  subscribers  of  our  minutes,  and 
these  are  the  minutes  for  January  27,  28,  1977,  when 
Dr.  Duncan  appeared  and  we  discussed  the  CPS  and  other 
concerns . 

I  do  not  know  where  else  to  go,  but  I  feel 
especially  strong  on  the  heritage  point  I  have  made.  I 
do  not  see  why  we  cannot  have  a  questionnaire  item 
which  is  much  more  complex  than  it  is.  This  can  be 
designed   to  make   use   of   our   data  processing  systems. 

The  Bureau  is  not  responsible.  I  think  that  you 
have  to  get  at  somebody--maybe  OMB--that  says  we  are 
going   to   have    these    racial   categories.     That   is  it. 

MS.  WILLS:  Some  other  questions.  You  mentioned 
underemployment  as  a  critical  concern  and  also  noted 
that  in  terms  of  CPS,  the  information  is  not  reliable, 
particularly  as  it  relates  to  natives  of  Hawaii  where  I 
note  in  the  CETA  legislation  you  have  to  prove  heri- 
tage, I  think,  from  1790,  I  believe. 

DR.  YEE:  Right. 

MS.  WILLS:  Could  you  speak  to  two  things:  One, 
how  would  you  suggest  you  define  underemployment  and 
are  you  suggesting  funds  be  allocated  in  a  variety  of 
programs  based  upon  some  concept  of  underemployment? 
And,  two,  what  do  you  think  this  Commission  and  the 
Bureau  of  Labor  Statistics  can  do  to  help  this  process, 
which  I  am  familiar  with  in  the  CETA  legislation,  of 
identification  of  heritage? 

DR.  YEE:  Well,  I  appreciate  that  question.  It  is 
not  just  Asian-Pacific.  There  are  many  Americans  that 
are  underemployed.  I  am  thinking  that  perhaps  there 
are  better  spokesmen  than  I  am  for  the  women  who  would 
say  many,  many  women  in  this  country  are  underemployed 
and  people  with  Ph.D.'s,  for  instance,  that  would  not 
be  professors  but  maybe  doing  work  that  is  underemploy- 
ment. 


135 


Maybe  that  point  has  already  been  made  here,  but  I 
think  that  statistics  should  be  gathered  on  underemploy- 
ment status.  That  could  be  done,  and  then  I  think 
there  should  be  programs  such  as  CETA  that  would  help 
to  overcome  handicaps  such  as  I  described  in  quoting 
from  Urban  Associates,  language  problems,  lack  of 
licensing. 

We  have  had  a  recent  example  of  this  with  the 
entrance  of  the  Vietnamese,  the  refugees,  and  the 
government  has  provided  some  help  for  Vietnamese  MD's 
and  dentists  but   

CHAIRMAN  LEVITAN:  Professor  Yee,  let  me  inter- 
rupt. As  I  understand  Ms.  Wills'  question,  how  would 
you  count  underemployment?  Would  you  count  it  in  terms 
of  income,  in  terms  of  hours  of  work,  or  in  terms  of 
the  classic  Ph.D.  who  drives  a  taxicab?  How  would  you 
count  it? 

What  would  you  suggest  the  Commission  do  about  it? 
What  kind  of  an  approach  should  we  take? 

DR.  YEE:  I  would  not  do  it  on  income.  1  would 
not  advise  that.  I  would  do  it  on  a  professional 
level. 

CHAIRMAN  LEVITAN:  How  would  you  have  the  census, 
the  CPS,  or  the  census  count  it?  Would  you  have  to 
make  a  judgment  in  each  case  whether  that  person  is 
fully  employed? 

DR.  YEE:  Well,  my  guess  would  be  that  you  would 
ask  the  person  what  they  think  their  professional 
desire  is  and  then  you  ask  them  what  it  is  at  present. 

CHAIRMAN  LEVITAN:  Do  you  think  you  could  do  a 
count  that  way,  then,  Professor  Yee? 

DR.  YEE:  Yes,  you  could  also  ask:  Do  you  feel 
that  your  present  employment  is  adequate  to  your  educa- 
tional experience  and  background  and  is  this  satis- 
factory to  you?  And  if  a  person  was  a  Ph.D.  driving  a 
taxicab,  that  would  tell  you  something.  Maybe  he  likes 
it,  I  do  not  know. 
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CHAIRMAN  LEVITAN:     Mr.  Anderson. 
MR.  ANDERSON:  Yes. 

Dr.  Yee,  you  mentioned  the  1970  undercount.  What 
was  the  undercount  for  the  groups  that  you  are  dis- 
cussing in  1970? 

DR.  YEE:  That  is  a  good  question,  Mr.  Anderson. 
We  do  not  know.  There  has  only  been  a  special  study 
conducted  for  the  black  Americans  and,  as  you  know, 
that  was  7.7  percent  undercount.  We  feel  that  for  the 
Asian-Pacific  Americans  and  surely  for  the  Spanish- 
Americans,  too,  it  must  be  as  bad  or  worse. 

MR.  ANDERSON:  When  you  say  "we,"  do  you  mean  the 
Census  Advisory  Committee? 

DR.    YEE:      No,    I    am   speaking   today   as   Al  Yee. 

MR.  ANDERSON:     I  see. 

DR.  YEE:  But  I  am  pretty  sure  that  the  Committee 
would  agree  with  me. 

MR.  ANDERSON:  I  would  also  like  to  ask  whether 
you  have  any  idea  of  how  serious  the  problem  of  undocu- 
mented aliens  might  be  among  the  Asians  and  Pacific 
Americans?  Is  there  any  idea  what  that  problem  might 
be? 

DR.  YEE:  I  do  not  have  any  idea.  I  do  not  think 
that  is  a  great  problem.  There  is,  though,  the  issue 
of  language  and  cultural  problems,  barriers  to  enumera- 
tors that  look  different  from  others  in  the  neighbor- 
hood. This  comes  from  a  number  of  reasons  and  illegal 
immigrants   long  past  might  have  been  a  part  of  that. 

MR.  ANDERSON:  I  think  that  your  testimony  here  is 
very  interesting.  Perhaps  the  Commission  would  benefit 
if  you  would  make  available  some  papers  that  might  have 
been  developed  by  the  advisory  group  that  explain  in 
somewhat  more  detail  the  nature  of  these  problems, 
especially  as  they  relate  to  the  census  and  perhaps  the 
recommendations  that  you  have  made  over  time. 
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I  realize  that  you  have  there  a  copy  of  the 
minutes  of  the  meeting,  but  if  you  have  something  that 
is  in  the  form  of  a  report  of  your  committee,  it  might 
be  useful  for  the  Commission  to  have  that. 

CHAIRMAN  LEVITAN:     Professor  Popkin. 

MR.  POPKIN:  Professor  Yee,  just  a  few  small 
things.  A  lot  of  your  heritage  discussion  was  directed 
toward  the  census  forms.  I  gather  that  there  is  exact- 
ly the  same  problem  with  the  CPS  forms? 

DR.  YEE:  I  have  only  seen  the  CPS  forms  one  time 
and  that  was  at  the  same  meeting  that  Dr.  Duncan  came 
to.  Unfortunately,  he  was  not  there  when  we  got  into 
it,  and  I  just  put  it  on  the  agenda  item  for  informa- 
tion.    But  the  more  we  heard,  the  more  we  were  amazed. 

The  form  has — I  can  read  to  you  from  the  minutes 
what  heritage  or  racial  groups  are  listed,  if  you  want. 

MR.  POPKIN:  I  will  check  later.  I  do  not  have  a 
copy  of  the  form. 

DR.  YEE:  Okay. 

MR.  POPKIN:  Do  you  have  any  idea  of  how  often  it 
occurs  that  an  Asian-American  is  interviewed  by  a 
person  with  whom  there  is  a  language  barrier  on  a  CPS 
or  census? 

DR.  YEE:     I  have  no  idea. 

MR.  POPKIN:  Do  you  have  any  sense  as  to  whether 
this  is  a  small  or  big,  a  growing  or  declining  problem? 

DR.  YEE:  Well,  with  the  Administration  allowing 
more  refugees  to  come--I  read  the  other  day  that  10,000 
more  were  being  brought  in  from  Thailand--this  gets  to 
be  over  150,000  now,  but  in  the  Chinatowns,  you  have 
many  recent  immigrants  and  you  have  many  people  that 
were  born  here  that  only  speak  Chinese  or  Korean,  what- 
ever it  is. 
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To  give  you  real  firsthand  information,  I  am 
fourth  generation,  but  both  of  my  grandmothers  did  not 
know  English  and  they  did  not  go  to  school  because  this 
was  part  of  the  guile  of  Chinatown.  You  did  not  go 
out;  you  were  not  welcome  and  you  stayed  in  the  China- 
town community. 

MR.  POPKIN:  Did  your  committee  in  relation  to 
these  problems  discuss  whether  or  not  you  feel  that 
there  is  an  undernumeration  as  opposed  to  a  misclassi- 
fication  based  on  bad  words,  like  "race"  instead  of 
"heritage"?  Did  your  advisory  committee  develop  any 
sense  as  to  whether  or  not  there  was  undercounting  of 
Asian-Americans? 

DR.  YEE:  We  have  what  we  think  is  adequate  for 
the  1980  census  because  the  Bureau  agreed  with  our 
committee  to  have  our  major  groups  listed  on  a  100  per- 
cent numeration  basis.  And  they  are  listed  there, 
including  some  of  the  smaller  ones  like  Guamania  and 
even  Gaudescemo  and           on  there. 

MR.  POPKIN:  Let  me  rephrase  the  question.  I  am 
not  talking  about  proper  classification;  I  am  talking 
about  finding  everybody.  You  are  satisfied;  you  think 
there  is  no  problem  now? 

DR.  YEE:  Well,  we  have  made  many  recommendations 
on  using  bilingual  enumerators.  I  do  not  think  the 
Bureau  is  convinced  that  we  are  right.  They  say  their 
tests  show  that  it  does  not  make  a  difference,  bilin- 
gual questionnaires.  Then,  they  point  out  that  the 
Spanish   in   Travis    County   did   not   make   use  of  them. 

SPEAKER:     That  is  Texas,  what  can  you  do? 

DR.  YEE:  I  think  that  use  of  bilingual  question- 
naires, bilingual  enumerators,  having  them  ready — I 
thought  there  was  a  good  compromise  in  the  Oakland 
pretest  where  an  enumerator  would  show  a  card  and  ask 
the  person  to  identify  the  language  that  they  could 
understand. 
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Then,  the  person  would  report  back  to  the  head- 
quarters and  they  would  send  out  a  bilingual  enumerator 
for  that  language.  But  we  think  that  the  questionnaire 
itself  is  adequate,  satisfactory,  but  hardly  in 
keeping-and  this  is  Al  Yee  speaking  now--hardly  in 
keeping  with  what  we  need  to  know. 

The  Asian-Pacific  Islander  category  was  brought 
out  in  1977  and  it  bombed  out  in  Oakland  as  we  pre- 
dicted because  our  people  did  not  identify  with  that 
concept.  There  is  no  such  race  as  Asian  or  Pacific 
Islander.  So,  Chinese  were  checking  "other"  and 
writing  in  Chinese  instead  of  checking  "Asian"  or 
"Pacific  Islander." 

CHAIRMAN  LEVITAN:  Well,  Dr.  Yee,  unfortunately, 
the  clock   

DR.  YEE:     Is  that  the  gong? 

CHAIRMAN  LEVITAN:  ---  has  pushed  us  to  the  next 
witness  from  whom  we  want  to  hear.  Thank  you  very 
much.  Dr.  Yee,  for  coming  down. 

Professor  Cardenas,  come  here  and  have  a  seat 
please . 

DR.  CARDENAS:    Thank  you. 

CHAIRMAN  LEVITAN:  I  see  you  have  a  prepared 
statement . 

MR.  CARDENAS:    Yes,  sir. 

CHAIRMAN  LEVITAN:  Well,  Professor  Cardenas,  pro- 
ceed in  your  own  manner  if  you  want  to  summarize  it.  If 
you  want  to  read  it,  you  know  what  the  bell  is  going  to 
do  to  you. 

So,  you  are  on  your  own. 
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STATEMENT  OF  GILBERT  CARDENAS, 
PROFESSOR  OF  ECONOMICS, 
PAN  AMERICAN  UNIVERSITY 

DR.  CARDENAS:  Mr.  Chairman  and  members  of  the 
National  Commission  on  Employment  and  Unemployment 
Statistics.  I  am  Gilbert  Cardenas,  Associate  Professor 
of  Economics  at  Pan  American  University.  I  have  done 
extensive  work  on  the  manpower  problems  and  issues  of 
the  Hispanic  population  in  the  U.S. 

I  would  like  to  thank  the  Commission  for  the 
invitation  to  comment  on  the  implication  of  P.L.  94-444 
on  the  Hispanic  community.  I  would  like  to  congratu- 
late the  Commission  for  the  work  they  have  been  doing 
since  the  creation  of  the  Coimnission. 

For  many  years  the  federal  government  has  pub- 
lished and  collected  population,  employment,  and  unem- 
ployment statistics  to  serve  the  various  policy  and 
programmatic  needs  at  the  federal,  state,  and  local 
levels.  The  uses  of  these  data  sources  have  not  been 
limited  to  planning,  policy,  and  research  development 
and  the  distribution  of  federal  funds  under  programs 
such  as  the  Comprehensive  Employment  and  Training  Act 
of  1973. 

Statistics  on  employment  and  unemployment  have 
been  traditionally  published  for  blacks  and  whites,  but 
comparable  statistics  for  Hispanics  have  not  been 
readily  available  as  for  the  others. 

The  Hispanic  population  in  the  U.S.  has  been  esti- 
mated to  be  11.3  million  in  1977.  The  Hispanic  popu- 
lation is  a  diverse  population  residing  in  different 
regions  of  the  country  and  experiencing  different 
employment  and  earning  trends  in  the  U.S. 

The  Hispanic  population,  which  includes  Mexican- 
Americans,  Puerto  Ricans,  Cubans,  and  other  Latin 
Americans,  is  the  second  largest  minority  group  in  the 
U.S.  Hispanics  primarily  reside  in  the  rural  and  urban 
labor  markets  of  the  southwestern  U.S.,  but  there  are 
also  very  large  concentrations  of  Hispanics  in  labor 
markets    like  New  York,   Chicago,   Detroit,   and  Boston. 

The  problems  of  the  Hispanic  population  have  been 
traditionally  considered  regional   in  focus.  However, 
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in  1978  with  the  population  growth,  the  needs  and 
concerns  of  this  population  require  national  attention. 
The  Hispanic  population  is  relatively  young  and  charac- 
terized by  high  rates  of  unemployment,  low  educational 
attainment,  and  high  incidence  of  poverty. 

Many  of  them  are  subjected  to  discrimination  in 
employment,  housing,  and  education.  The  Hispanic  popu- 
lation is  expected  to  continue  to  grow  in  this  country 
and  it  is  anticipated  that  by  the  year  2000  the  His- 
panic population  may  become  the  largest  minority  group. 

The  dimensions  of  this  expected  population 
increase  are  enhanced  by  the  constant  flow  of  legal  and 
illegal  immigrants  from  Mexico  and  other  Latin  American 
countries . 

The  federal  government  in  the  past  has  not  been 
responsive  to  the  manpo\7er  and  data  needs  of  the  His- 
panic population,  despite  the  fact  that  this  group 
represents  the  second  largest  minority  group.  Prior  to 
1973,  the  federal  government  collected  very  limited 
information  on  Hispanic  employment. 

Current  data  collection  efforts  on  the  Hispanic 
population  have  been  rather  limited.  Moreover,  avail- 
able data  on  Hispanic  employment  and  unemployment  are 
far  from  being  adequate  in  reflecting  the  actual  needs 
of  the  Hispanic  population. 

Many  of  the  problems  of  the  lack  of  adequate 
employment  and  unemployment  statistics  on  Hispanics 
have  been  associated  with  the  lack  of  sensitivity  of 
agencies  such  as  the  Bureau  of  Labor  Statistics  and 
other  agencies   to  the  data  needs   of  this  population. 

The  lack  of  sensitivity  is  further  attributed  to 
the  lack  of  Hispanic  professionals  in  these  agencies. 
In  1976,  Congress  criticized  the  various  federal  agen- 
cies for  the  absence  of  adequate  data  on  Hispanic 
unemployment  and  that  such  lack  of  data  had  contributed 
to  the  inadequate  distribution  of  federal  funds  to  the 
Hispanic  community. 

This  led  to  the  passage  of  P.L.  34-311  by  which 
the  Department  of  Labor,  in  cooperation  with  the 
Department  of  Coimnerce  and  other  federal  agencies,  was 
to  develop  methods  for  improving  and  expanding  the  col- 
lection, analysis,  and  publication  of  unemployment  data 
on  Hispanics . 
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Since  the  passage  of  this  law,  efforts  among  the 
various  federal  agencies  to  improve  the  data  collection 
and  dissemination  continue  to  be  rather  limited. 

The  manpower  dilemma  and  problems  of  the  Hispanic 
population  in  1980  are  more  likely  to  worsen  with  the 
current  state  of  the  economy  and  persistent  unemploy- 
ment and  population  growth  of  this  group.  Persistent 
unemployment  and  the  high  incidence  of  poverty  may 
contribute  to  the  waste  of  human  resources. 

In  terms  of  the  policy  implications  to  address 
these  problems,  the  lack  of  adequate  data  may  have 
far-reaching   consequences   on  the  Hispanic  population. 

In  the  past,  the  lack  of  adequate  data  has  con- 
tributed to  the  inequitable  distribution  of  manpower 
funds  under  CETA  to  the  Hispanic  community.  Extensive 
research  on  the  labor  market  problems  of  the  Hispanic 
groups  has  been  generally  lacking  because  of  data  limi- 
tations. Perhaps  we  could  come  to  better  grips  in 
solving  the  serious  issues  confronting  Mexican-Ameri- 
cans and  other  Spanish-speaking  groups  if  we  only  had 
accurate  data  describing  the  dimensions  of  their  prob- 
lems,  but  we   cannot  because  the   data  problem  exists. 

If  we  had  accurate  data  on  the  Hispanic  popula- 
tion, we  would  be  able  to  proceed  with  policy  recom- 
mendations to  alleviate  their  plight,  but  we  cannot 
because  such  does  not  exist,  so  their  severe  problems 
persist. 

Under  the  mandate  of  the  National  Commission  on 
Employment  and  Unemployment  Statistics,  in  accordance 
with  P.L.  94-444,  there  is  an  urgent  need  for  the  Com- 
mission to  assess  and  evaluate  the  availability  of  data 
limitations  and  issues  of  the  Hispanic  population  to 
ensure  an  equitable  distribution  of  funds  for  the 
Hispanic  community.  There  is  a  need  for  the  Commission 
to  address  conceptual  issues  concerning  methodologies 
on  the  enumeration  and  definitional  problems  of  the 
Hispanic  population. 

Among  the  issues  that  the  Commission  should 
address  is  the  lack  of  common  definitions  on  Hispanics, 
Mexican-Americans,  migrant  farmworkers  and  illegal 
immigrants.  There  is  a  need  for  the  Commission  to 
study  the  feasibility  of  expanding  the  data  base  to 
collect  more  employment  and  unemployment  statistics  of 
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Hispanics  in  specific  labor  markets  not  necessarily 
limited  to  the  Southwest. 

These  efforts  may  contribute  to  further  manpower 
research  on  this  population  as  well  as  more  effective 
manpower  planning  and  programming  under  CETA. 

Despite  the  many  problems  in  the  collection  of 
statistics  on  this  population,  some  labor  market  sta- 
tistics on  Hispanics  are  available  today.  In  many 
instances,  such  data  is  subject  to  limitations  associ- 
ated with  enumeration  and  methodologies.  The  most 
comprehensive  source  of  information  on  Hispanic  employ- 
ment and  unemployment  data  at  the  federal,  state  and 
local    level    has    been   that    of    the    decennial  census. 

Among  the  major  problems  of  this  data  source  are 
the  concern  for  the  population  undercount  of  Hispanics 
in  1970.  Additionally,  the  fact  that  the  data  is  pub- 
lished every  ten  years  reduces  the  reliability  of  this 
source.  Hispanic  unemployment  data  is  being  collected 
under  the  Current  Population  Survey  and  the  Bureau  of 
Labor  Statistics. 

Employment  and  unemployment  data  for  blacks  and 
whites  is  published  on  a  monthly  basis.  However,  unem- 
ployment estimates  for  the  Hispanic  population  are  only 
collected  on  a  quarterly  basis.  Hispanic  employment 
and  unemployment  statistics  are  limited  to  the  aggre- 
gate population  in  the  U.S.  Unemployment  data  on  His- 
panics is  also  not  available  by  specific  groups,  such 
as  Mexican-American,  Puerto  Ricans,  or  Cubans. 

Data  on  the  specific  characteristics  of  the  His- 
panic unemployed  in  this  country  are  also  not  avail- 
able. Hispanic  unemployment  statistics  are  not  avail- 
able by  state  and  local  areas,  despite  the  fact  that 
the  Hispanic  population  resides  in  the  largest  metro- 
politan areas  of  the  country. 

In  some  southwestern  labor  markets  along  the 
U.S. -Mexico  border,  such  as  the  McAllen-Pharr-Edinburgh 
SMSA  and  the  Laredo  SMSA  in  Texas,  the  average  annual 
unemployment  rates  in  1977  were  as  high  as  13.0  percent, 
compared  to  the  state  average  of  5.7  percent.  These 
unemployment  statistics  underestimate  the  reality  of 
unemployment  of  the  Hispanic  population. 

Hispanic  unemployment  rates  in  this  area  are  esti- 
mated to  be  as  high  as  30.0  percent  and  much  higher  for 
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specific  groups  such  as  youth  and  migrant  and  seasonal 
farmworker  population.  Nobody  really  knows  the  exact 
unemployment  rate  because  no  real  unemployment  data  for 
this  population  group  exists. 

Another  problem  that  exists  in  Chicano  labor 
markets  is  the  high  incidence  of  hidden  unemployment. 
In  some  rural  and  urban  areas  the  manpower  problems  of 
the  Hispanic  population  associated  with  the  lack  of 
labor  force  skills  and  discrimination  have  contributed 
to  many  of  them  being  dropped  out  of  the  labor  force 
and  not  being   counted  in  the  unemployment  statistics. 

Manpower  administrators  and  prime  sponsors  through- 
out the  Southwest  have  been  required  to  develop  plans 
and  programs  for  the  Hispanic  population  under  CETA. 
Efforts  have  met  with  limited  success  because  no  avail- 
able data  on  the  Hispanic  population  other  than  the 
decennial  census  exist. 

Employment  and  unemployment  data  is  also  lacking 
in  terms  of  migrant  and  seasonal  farmworkers  as  well  as 
on  illegal  immigrants.  Millions  of  dollars  are  spent 
on  migrant  and  seasonal  farmworkers  by  the  Department 
of  Labor  and  various  federal  agencies.  Yet,  nobody 
really  knows  how  many  there  are  throughout  the  country. 

Current  population  estimates  on  Hispanics  in  this 
migrant  and  seasonal  population  in  this  country  are 
extremely  limited  and  do  not  contain  detailed  informa- 
tion on  the  employment  and  unemployment  characteristics 
of  the  population.  Data  collected  on  the  migrant  and 
seasonal  farmworker  population  is  based  on  the  Current 
Population  Survey  and  the  data  is  not  published  for 
states  and  localities. 

In  terms  of  the  illegal  alien  problem,  there  are 
current  efforts  by  the  Carter  Administration  to  develop 
legislation  to  curb  the  flow  of  illegal  aliens  in  the 
absence  of  adequate  data  to  measure  the  employment 
impact  in  the  labor  market.  There  is  yet  no  conclusive 
evidence  that  this  population  has  a  severe  impact  on 
the  labor  market  because  no  real  data  on  employment  and 
unemployment     statistics     of     this     population  exist. 

Given  the  data  problems  and  implications  of  these 
problems  on  the  Hispanic  population,  it  is  important 
that  the  Commission  in  the  spirit  of  P.L.  94-444  give 
careful  consideration  to  the  benefits  versus  the  costs 
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in  expanding  and  improving  data  collection  efforts  on 
this  group  to  ensure  equity  in  our  society  for  the 
Hispanic  population. 

The  Commission  should  give  careful  consideration 
to  the  following  recommendations: 

First,  the  Commission  should  assess  the  data 
sources  on  Hispanic  employment  and  unemployment  with 
special  consideration  on  methodology,  definitions, 
adequacy  and  availability  of  data. 

Second,  the  Commission  should  appoint  a  task  force 
or  staff  to  study  the  problems  of  definitions  including 
but  not  limited  to  Hispanics,  migrant  farmworkers  and 
illegal  immigrants. 

Third,  the  Commission  should  develop  alternative 
methodologies  to  improve  data  collection  instruments  on 
Hispanic  employment  and  unemployment  in  specific  labor 
markets  and  states  not  limited  to  the  Southwest  for 
manpower  planning  purposes.  Special  consideration 
should  also  be  given  for  research  problems  such  as  the 
hidden  unemployment  issues  as  related  to  the  Hispanic 
population. 

Fourth,  the  Commission  should  study  the  feasi- 
bility of  expanding  the  Current  Population  Survey  to 
improve  the  representation  of  the  Hispanic  population. 
It  is  also  recommended  that  Hispanic  employment  and 
unemployment  be  published  on  a  monthly  basis  and  be 
expanded  for  specific  subpopulation  groups  such  as 
Mexican-Americans  and  Puerto  Ricans.  The  availability 
of  the  characteristics  of  this  unemployed  population 
should  be  made  available. 

Fifth,  the  Commission  should  include  Hispanic 
representatives  on  its  organization  as  well  as  on  its 
staff. 

Sixth,  the  Commission  should  appoint  an  advisory 
task  force  comprised  of  academic  scholars  from  the  His- 
panic community  and  others  to  assist  the  Commission  in 
the  improvement  and  expansion  of  the  employment  and 
unemployment    statistics    for   the   Hispanic  population. 

Seventh,  the  Commission  should  give  careful  con- 
sideration that  Hispanic  available  employment  and  unem- 
ployment data  and  more  detailed  information  be  expanded 
or  included  in  national  data  sources  such  as  the  Hand- 
book of  Labor  Statistics,  Economic  Report  of  the  Presi- 


146 


dent,  and  the  Employment  and  Training  Report  of  the 
President . 

Lastly,  the  Commission  should  study  the  impact  on 
how  current  available  employment  and  unemployment  sta- 
tistics contribute  to  the  inequitable  distribution  of 
CETA  funds  and  other  federal  funds  to  the  Hispanic  com- 
munity. 

CHAIRMAN  LEVITAN:  Thank  you,  Professor  Cardenas. 
Ms.  Wills. 

MS.  WILLS:  I  guess  I  am  going  to  take  my  frustra- 
tion out  on  you. 

DR.  CARDENAS:    Okay,  go  ahead,  shoot. 

MS.  WILLS:  For  example,  your  last  point  on  the 
distribution  of  funds  under  CETA,  and  we  can  talk  about 
it  in  terms  of  other  programs  also.  Think  for  a  moment, 
if  you  would,  about  the  possibility  of  why  we  would 
need  more  data--and  I  happen  to  believe  we  do  need  more 
data  and  we  need  improved  data--but  if  we  did  not  have 
CETA,  which  is  the  formula  grant  allocation,  would  you 
still  really  need  that  data? 

Be  very  honest  about  it.  It  seems  one  of  our 
problems  is-we  have  listened  to  the  concerns  of  older 
workers;  we  have  listened  to  the  concerns  of  women;  we 
will  soon  be  listening  to  the  concerns  of  blacks;  we 
have  listened  to  Spanish-speaking--it  is  a  net  sum  ball 
game.     There  are  only  "X"  amount  of  dollars  available. 

And  the  assumption  which  is  implicit  in  your  paper 
is  that  if  we  only  had  more  and  better  data,  we  would 
have  more  and  better  programs.  I  do  not  know  where  we 
find  that  to  be  a  fact.  jNow,  that  is  my  personal 
frustration   and    I    urge   you   to   tell   me    I    am  wrong. 

DR.  CARDENAS:  Well,  I  think  the  major  problem  you 
have — and  I  think  some  of  the  speakers  earlier  have 
commented  on  it--the  nature  of  the  problem  that  you 
have  is  you  are  doomed  with  a  national  problem  and  it 
is  a  national  commission,  so  you  have  to  listen  to 
everybody  and  it  is  impossible. 
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My  problem  with  CETA,  for  example,  my  problem--and 
again,  it  is  impossible  to  develop  an  accurate  estimate 
of  everything  on  the  Hispanics  nationally,  but  what  I 
was  wondering  is  if  there  would  be  a  way--especially , 
there  is  a  recommendation  on  developing  alternative 
methodologies  as  related  to  the  southwest  for  example-- 
basically,  what  I  am  saying  is  that  if  CETA  funds  are 
allocated  on  the  number  of  unemployed  and  in  the  case 
of  the  southwest  the  majority  of  the  unemployed  may  be 
the  Spanish-speaking  population. 

How  would  that  kind  of  data  contribute  to  better, 
effective  planning?  Well,  right  now  most  of  our  man- 
power planners  and  administrators  in  the  southwest  are 
planning  programs  for  this  particular  population.  They 
do  not  know  exactly  what  their  dilemma  is.  We  just 
know  that  it  is  very,  very  serious. 

MS.  WILLS:  I  recognize  it  is  a  very  serious  prob- 
lem and  I  recognize  that  there  are  national  implica- 
tions, but  the  allocation  fund  methodology  is  different 
than    the    statistics   used   to   allocate    the  funds   

DR.  CARDENAS:     That  is  right. 

MS.  WILLS:   are  different  than  the  statistics 

that  I  hear  that  you  are  asking  for  in  terms  of  more 
detailed  information.  For  example,  I  think--correct  me 
if  I  am  wrong-the  correct  terminology  is  you  are  asking 
for  publication  of  cells  in  the  BLS  reports  on  His- 
panics . 

I  mean,  if  indeed  part  of  the  problem  is  that 
there  is  inadequate  sampling  in  terms  of  sizes  of  the 
cells,  I  want  to  be  very,  very  helpful. 

DR.  CARDENAS:  Okay.  Well,  what  is  the  benefit 
from  your  perspective?  1  guess--is  that  what  you  are 
after   to   a    certain   extent?     Why   should   we  need  it? 

Well,  my  concern  really  stems  from  the  fact-for 
example,  the  Wall  Street  Journal  and  the  New  York  Times 
came  out  with  an  article  in  the  last  two  or  three 
months  alluding  to  the  fact  that  by  the  year  2000  the 
Hispanic  population  will  be  the  largest  minority  group. 
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And  that  is  what  bothers  me  in  terms  of  the  fact 
that  we  do  not  have  adequate  data.  We  should  be 
getting  ready  if  that  is  the  case  because  we  have  done 
it  for  blacks,  we  have  done  it  for  whites.  The  fact 
that  Hispanics  are  lumped  in  with  whites  does  not  help 
at  all  because  this  is  a  special  group  that  merits 
special    consideration    in   terms    of    special  problems. 

For  that  matter,  it  might  even  be  better  for  us  to 
be  lumped  with  blacks.  I  think  our  allocation  of 
resources  might  be  better  that  way  than  if  we  were 
lumped  with  whites.    That  is  one  of  the  basics. 

MR.  POPKIN:  I  would  just  like  to  leave  you  with  a 
little  something  to  do  as  a  favor  for  us.  All  your 
suggestions,  I  think,  on  presentation  and  sorting  out 
of  data,  there  is  no  problem  as  far  as  I  can  tell  with 
any  of  that  for  the  future,  but  I  would  like  you  to 
think,  when  you  go  home,  about  two  things  you  could 
send  to  us  in  a  memo. 

One,  a  list  of  any  specific  changes  whatsoever 
that  could  be  made  in  collection  procedures  to  deal 
with  underenumeration.  Secondly,  a  list  of  the  names 
of  any  people  you  know  who  have  suggestions  for  us  on 
how  to  deal  with  those  problems. 

We  now  have  one  paper  being  done  for  us  by  Leo 
Estrada,  who  has  worked  on  the  problems.  If  there  is 
any  other  person  that  you  think  is  competent  to  make 
suggestions  to  us  on  methodological  issues  related  to 
this,  I  personally--and  I  am  sure  the  whole  Commission-- 
would  be  exceedingly  grateful  if  you  would  tell  us 
about  them. 

MR.  ANDERSON:  One  quick  question.  Dr.  Cardenas, 
what  was  the  size  of  the  undercount  for  Hispanics  in 
1970? 

DR.  CARDENAS:  Well,  you  have  me  on  that.  I  have 
a  problem  with  that.  It  depends  on  who  you  talk  to,  as 
usual.    They  talked  about  8  percent,  7  percent. 

MR.  ANDERSON:  Has  the  Census  Bureau  studied  that? 
I  know  they  have  a  reporting   
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DR.  CARDENAS:  No,  they  talked  about  the  idea. 
They  talked  about  a  lot  of  things,  too.  But  what  I  am 
saying  is  in  reality,  they  have  not  really  done  so. 
They  claim  that  it  is  closer  to  the  black  undercount  to 
a  certain  extent. 

MR.  ANDERSON:  What  planning  is  being  done  for  the 
1980  census? 

DR.  CARDENAS:  Well,  Professor  Estrada  has  been 
working  with  this  thing.  I  know  1  have  been  working 
with  Mr.  Hammel  at  BLS,  and  Leo  Garza  from  the  Commis- 
sion on  Civil  Rights,  and  several  other  people  that  are 
addressing  these  kinds  of  things. 

But,  apparently,  that  is  supposed  to  be  improved, 
likely,  you  know.  In  other  words,  the  undercount  prob- 
lem   is    supposed   to   be    reduced   to    a   certain  extent. 

MR.  ANDERSON:  I  would  like  to  end  with  this  final 
comment.  On  page  7,  I  think  you  made  a  statement  with 
which  I  would  certainly  agree.  That  is,  that  there  is 
no  conclusive  evidence  that  the  illegal  aliens  have  a 
severe  impact  on  the  labor  market,  but  I  think  that 
your  problem  of  counting  would  be  very  difficult  with 
that  group . 

The  very  fact  that  they  are  illegal  would  seem  to 
suggest  that  it  would  be  extremely  difficult  to  count 
them,  and  in  the  memo  that  Professor  Popkin  has  recom- 
mended that  you  send  to  us--and  1  hope  that  you  do-- 
please  give  specific  attention  to  how  you  think  we 
could  go  about  getting  a  real  count  of  the  illegal 
aliens . 

It  would  seem  to  me  that  if  the  Hispanic  popula- 
tion is  going  to  be  the  largest  minority  group,  it  may 
well  be  because  this  group  is  a  very  large  part  of 
the  --- 

DR.  CARDENAS:  Well,  part  of  this-and  there  are  a 
variety  of  reasons-but  one  is  definitely  that  flow,  but 
more  interesting  is  that  the  rate  of  growth  for  His- 
panics  has  gone  done  in  the  1960s  and  1970s  relative  to 
other  groups  in  this  country.  But,  still,  the  families 
are    large.      We    are    talking   about    three    or   four,  as 
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compared  to  families  that  used  to  have  seven,  eight,  or 
10  children,  and  so  on. 

CHAIRMAN  LEVITAN:  Well,  Professor  Cardenas,  I 
hope  that  when  you  have  a  chance  to  read  Dr.  Leo 
Estrada's  memo  that  you  will  supplement  it,  in  par- 
ticular, along  the  lines  that  Professor  Popkin  has 
asked  you.  That,  1  think,  would  be  extremely  helpful 
to  the  Commission. 

DR.  CARDENAS:  Definitely. 

CHAIRMAN  LEVITAN:  As  you  know,  this  is  a  very 
important  problem,  one  that  we  have  to  struggle  with. 
Particularly,  personally,  I  think  that  is  implied  in 
Mr.  Popkin' s  request  to  you.  We  are  talking  about, 
let's  say,  changing  the  CPS.  You  are  our  technician. 
What  would  you  want  from  the  56,000?  What  would  it 
involve?     Would   it   involve   doubling   it,    tripling  it? 

DR.  CARDENAS:    Well,  you  see  — 

CHAIRMAN  LEVITAN:  I  do  not  expect  an  answer  now. 
Professor  Cardenas. 

DR.  CARDENAS:  Because  we  talked  about  that  and  it 
was  an  expensive  issue. 

CHAIRMAN  LEVITAN:  Well,  I  am  just  asking  you  if 
you  would  think  about  that.  Also,  if  you  want  subpopu- 
lations  as  you  do  again  in  your  fourth  recommendation, 
would  you  be  satisfied  only  for  your  reconomendation  for 
Puerto  Rico  for  New  York  State?  Or  would  you  also  want 
Connecticut,  New  Jersey,  and  Delaware? 

Then,  I  do  not  have  to  tell  you- -you  know  better 
than  I --what  does  that  do  to  the  sample  that  you  would 
want?  Would  you  still  want  to  buy  a  CPS  sample  if  it 
comes  out  300,000,  550,000?  I  do  not  know  exactly  what 
your  number  was,  but  I  would  like  you  to  give  con- 
sideration enough  to  that.  How  much  would  you  want  to 
go  by  CPS  data,  not  for  Hispanits  for  a  total  only,  but 
also  for  the  subtotals? 
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Thank  you  very  much,  Dr.  Cardenas,  for  helping  us 
and   we    are    looking    forward   to  your   additional  help. 

DR.  CARDENAS:     Thank  you  very  much. 

CHAIRMAN  LEVITAN:  Our  final  witness  for  the 
evening  is  Lewis  Carter,  national  labor  director  for 
the  National  Association  for  the  Advancement  of  Colored 
People.  Welcome  and  thank  you  very  much,  Mr.  Carter, 
and  proceed  again  in  your  own  way  as  long  as  it  is  15 
minutes . 

STATEMENT  OF  LEWIS  CARTER,   NATIONAL  LABOR 
DIRECTOR,     NATIONAL    ASSOCIATION    FOR  THE 
ADVANCEMENT  OF  COLORED  PEOPLE 

MR.  CARTER:  As  indicated,  my  name  is  Lewis  Carter 
and  I  serve  as  the  national  labor  director  of  the 
NAACP.  I  would  like  to  say  on  behalf  of  Ms.  Margaret 
Bush  Wilson,  our  chairperson,  and  Benjamin  Hooks, 
executive  director,  of  the  NAACP,  it  is  my  pleasure  to 
present  concerns  through  verbal  testimony  at  this  point 
in  time  on  the  continuous  national  problem  of  high 
rates  of  unemployment,  particularly  as  it  affects 
blacks  and  other  minorities  and  disadvantaged  citizens. 

The  current  administration  has  sought  through  man- 
power programs  and  other  initiatives  in  the  public  and 
private  sectors  to  reduce  unemployment.  As  of  May  the 
rate  was  down  to  6.1  percent  which  to  many  appears  as  a 
positive  indicator  of  the  future.  Nevertheless,  there 
are    some   troubling   factors   associated  with  the  rate. 

In  some  economic  and  political  circles  the  notion 
of  6  percent  might  constitute  a  broad  notion  of  move- 
ment in  the  direction  of  full  employment.  We  question, 
however,  just  how  significant  this  figure  is  as  it 
relates  to  the  continued  higher  unemployment  rates  of 
the  American  black  community. 

It  is  this  question,  along  with  questions  about 
current  governmental  measures  outlining  unemployment 
statistics,  that  I  wish  to  examine.  Given,  for  example, 
the  May  8th  article  in  the  New  York  Times ,  reporting  on 
a  study  by  the  Rand  Corporation  in  which  CPS  statistics 
showed  a  narrowing  of  the  wage  gap  between  the  races, 
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one  has  to  constantly  examine  the  extent  of  the  surveys 
and  their  statistical  determinations. 

The  authors  showed  a  time  series  of  earnings 
ratios  among  blacks  and  whites  which  showed  increasing 
parity  among  females.  The  assumption  is  that  employ- 
ment and  earning  trends  are  favoring  an  upgraded  black 
community  both  in  job  preparedness,  and  I  assume  aware- 
ness, coupled  with  supposedly  increased  educational 
opportunities . 

At  this  point  in  time,  not  having  an  opportunity 
to  access  the  procedures  of  data  collection  base  for 
the  Rand  study,  I  will  not  dwell  on  the  study,  but  only 
suggest  that  they  themselves  admit  to  some  potentially 
controversial  conclusions  that  may  or  may  not  be  con- 
sistent with  current  thinking  and/or  data  of  civil 
rights  groups  and  organizations. 

Obviously,  well-thought-out  research  of  this  study 
will  eventually  bear  out  the  validity  of  their  statis- 
tical wage  parity  inferences. 

No  doubt,  tomorrow,  you  will  hear  from  my  former 
colleague.  Dr.  Robert  Hill,  research  director  of  the 
National  Urban  League  where  I  spent  some  15  years,  who 
will  discuss  in  measurable  terms  the  hidden  unemploy- 
ment index  that  we  have  used  for  many  years  and  other 
variables  that  make  us  suggest  that  new  and  innovative 
measures  must  be  initiated  by  the  government  to  insure 
realistic  accounting  of  the  true  unemployment  posture 
of  the  black  and  disadvantaged  labor  force  in  America. 

There  are  several  points  which  I  feel  the  Commis- 
sion should  consider  in  its  discussions  of  employment 
and  unemployment  statistics  and  their  policy  implica- 
tions. These  include:  new  and  different  interpreta- 
tions of  what  is  currently  defined  as  the  discouraged 
worker;  reinterpretations  of  the  subemployed,  particu- 
larly in  those  areas  where  the  cost  of  living  scale 
exceeds  minimum  averages,  and  the  census  undercount  in 
the  black  community,  which  impacts  on  the  first  two 
factors.  Much  of  these  concerns  require  going  back  and 
dusting  off  old  concepts.  The  discouraged  worker 
framework  was  discussed  in  the  late  1960s,  and  the 
problems  of  subemployment  are  widely  known. 

The  census  undercount  is  especially  serious.  It 
is    obvious    to    me    that    there    are    extreme  variances 
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associated  with  the  population  count  at  this  point. 
Therefore,  until  this  problem  is  remedied  it  is  beyond 
me  how  a  true  employment  count  is  determined.  There  is 
needed  some  way  to  pull  together  the  sensitive  popu- 
lation estimates  which  are  now  used  for  revenue-sharing 
and  other  programs,  with  a  realistic  employment -unem- 
ployment count. 

It  is  our  feeling  that  employment  policies  can  be 
significantly  enhanced  by  examining  as  close  as  possi- 
ble, data  on  the  actual  number  of  unemployed  persons. 
Since  seasonally-adjusted  data  are  continuously  sub- 
jected to  revisions,  it  is  also  our  policy  to  use  the 
originally  unadjusted  BLS  statistics. 

We  are  well  apprised  from  even  the  Commissioner  of 
BLS  that  certain  seasonally  adjusted  figures  are  some- 
what unreliable.  We  have  to  always  keep  in  mind  the 
changes  in  the  labor  force,  and  that  actual  employment 
and  unemployment  data  from  one  period  to  another  are 
often  better  reflections  than  net  changes. 

We  know,  for  example,  that  actual  changes  in  sta- 
tistically-cited data  can  be  in  excess  of  what  is  indi- 
cated in  terms  of  a  net  change.  We  should  use  absolute 
figures  as  much  as  possible  to  explain  the  dynamics  of 
unemployment  fluctuations.  This  is  especially  true  of 
those  groups  whose  attachment  to  the  labor  force  is 
less  stable,  such  as  women  and  teenagers. 

In  conclusion,  at  this  particular  point-and  I  have 
indicated  to  Mike  that  we  will  have  a  thoroughly  pre- 
pared document  to  bring  to  the  Commission--we  will 
suggest  that  there  is  currently  no  real  economic 
recovery  in  the  black  community  and  unreliable  unem- 
ployment and  census  data  does  nothing  in  reality  to 
improve  our  unemployment  conditions. 

Despite  the  fact  that  aggregate  unemployment  has 
declined  since  1975,  it  is  well  known  that  the  black 
community  remains  in  an  economic  crisis.  It  is  our 
feeling  that  the  job  market  is  still  so  bleak  that  in 
fact  the  number  of  discouraged  workers  continued  to 
rise,  not  even  counting  those  among  us  who  are  not  even 
counted  as  related  to  current  census-taking  procedures. 

Our  obvious  concern  is  that  this  Commission,  in 
the  serious  manner  in  which  it  has  been  mandated,  con- 
tinues to  work  toward  specifying  a  set  of  data  criteria 


154 


that  accurately  reflects  a  realistic  estimate  of  black 
employment  and  unemployment.  The  reasons  are  clear. 
Data  on  employed  and  unemployed  workers  determine  vast 
amounts  of  public  funds  and  private  decisions  on  expan- 
sion. Both  have  direct  influences  on  black  communi- 
ties, and  we  are  only  beginning  to  understand  the  true 
impact. 

In  our  opinion,  a  charge  of  this  Commission  is  and 
should  be  to  see  that  more  accurate  data  and  concepts 
are  considered.  1  have  outlined  these  concepts  pre- 
viously, but  I  will  mention  them  again.  These  include 
better  definitions  of  the  discouraged  worker;  a  more 
accurate  picture  of  underemployment;  and  an  immediate 
step  to  adjust  the  census  undercount  and  make  census 
estimates  for  the  black  community  consistent  in  all 
federal  programs. 

1  thank  you. 

CHAIRMAN  LEVITAN:    Thank  you. 

MS.  WILLS:  I  am  not  sure  you  were  here  earlier 
this  morning  when  the  people  were  talking  about  the 
need  to  maintain  some  kind  of  continuity  and  some 
definition  of  the  unemployed,  and  that  obvioiusly  then 
raises  the  question  about  what  we  do  about  the  under- 
employed. 

Posing  the  idea  that  this  Commission  may  not  want 
to  change  the  concept  of  unemployed  to  count  the  under- 
employed in  one  statistic,  then  how  do  we  address  this? 
I  would  like  you  to  do  some  thinking  about  this  when 
you  are  giving  us  some  more  material  because  it  is 
partly   to   help   me;    I    am  very   concerned  about  this. 

Can  we  begin  to  flush  out  more  of  what  under- 
employment really  means?  How  can  we  translate  that 
into  social  policy  and  the  allocation  of  funds? 

MR.  CARTER:  I  was  not  here  this  morning  as  you 
indicated  when  there  may  have  been  discussion  on  that, 
but  I  did  hear  the  reference  to  the  Ph.D.  who  might 
drive  a  taxicab. 

My  concern  would  be  along  the  lines  of  the  under- 
employed who  in  some  instances,  from  my  perspective, 
might  well  be  added  to  the  unemployed,  and  that  becomes 
not  an  easy  thing  to  say. 
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What  I  am  really  saying  is  that  for  whatever  their 
particular  wage  they  could  well  be  unemployed.  It  has 
to  be  defined  in  a  manner  of,  one,  underutilization  of 
talent,  skill,  educational  background,  etc.,  or  the 
acceptability  in  some  instances  of  the  work  only 
because  there  is  no  alternative. 

I  think,  and  I  feel  very  strongly,  that  there  is  a 
segment  in  this  community  who  is  talented,  and  I  am  not 
putting  this  particularly  in  a  race  bag.  I  am  suggest- 
ing, whether  they  be  white,  black,  or  blended,  there 
are  people  whose  talents  are  being  usurped  because  of 
lack  of  alternatives. 

And  I  suggest  even  further  some  of  those  who  are 
in  another  train  of  thought  would  suggest  that  there 
are  many  elements  in  our  community,  again,  minus  the 
connotation  of  race,  who  do  not  want  to  work. 

So,  what  I  am  saying  is  that  there  are  many  in  the 
black  community  who  have  certain  kinds  of  skills  and 
talents  but  do  not  have  opportunities  that  match  their 
skills,  and  may  be  considered  by  some  as  employed,  but, 
in  reality,  I  do  not  think  they  are. 

The  question  that  you  raise  is  obviously  a  very 
intriguing  and  complicated  one.  We  want  to  set  about  a 
notion  that  there  is  a  substantial  amount  of  under- 
employment in  this  country.  There  has  to  be  some  kind 
of  determination  that  suggests,  it  seems  to  me,  that 
this  has  to  be  looked  at  not  in  the  sense  of  what  is 
entertained  as  fully  established  wage  earners. 

I  do  not  know  quite  how  to  put  that  in  words ,  but 
we  are  going  to  find  a  way  to  do  it.  They  are  in  fact 
counted  among  the  employed  but,  in  reality,  we  are 
probably  suggesting  that  they  are  not,  even  though  they 
may  have  a  job  and  it  may  be  even  a  job  that  contains 
them  during  the  period  of  a  year. 

We  will  try  to  come  up  with  an  answer  on  that.  I 
think  it  is  significant  and  I  think  it  has  to  be 
addressed,  and  it  is  sort  of-1  will  not  say  hazy;  it  is 
not  even  hazy  in  my  mind-but  it  is  sort  of  a  gray  area, 
but  I  think  it  is  an  area  that  needs  to  be  looked  at 
and  sort  of  dealt  with. 

It  is  sort  of  like  an  underdeveloped  country  that 
has  all  the  potential  in  the  world,  but  is  not  given  an 
opportunity  to  exhibit  all  that  potential,  and  I  do  not 
know  if  it  is  fair  to  say  that  it  is  really  developed. 
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MS.  WILLS:  I  will  just  ask  you  to  do  one  thing 
when  you  are  thinking  about  that.  When  you  are  thinking 
about  that,  also  consider  whether  those  kind  of  con- 
cepts, dealing  with  the  problems  of  the  underemployed, 
could  be  molded  into  a  hardship  index. 

MR.  CARTER:  Okay. 

CHAIRMAN  LEVITAN:     Professor  Anderson. 

MR.  ANDERSON:  Yes.  Of  course,  Lew  Carter  and  I 
have  discussed  this  issue  many  times  in  the  past.  I  am 
pleased  to  see  you  here.  Lew.  In  the  paper  that  you 
present  to  the  Commission,  I  hope  that  you  will  give 
specific  attention  to  some  of  the  explanations  that 
have  emerged  in  an  attempt  to  make  clear  the  real 
nature  of  the  unemployment  problem  in  urban  ghetto 
communities . 

One  of  those  issues  seems  to  be  the  existence  of 
something  called  the  social  and  economic  underclass. 
If  you  would  comment  in  your  paper  on  the  extent  to 
which  you  think  the  availability  of  certain  transfer 
payments  and  other  forms  of  income  generated  through  a 
variety  of  mechanisms  contributes  to  the  lack  of  labor 
market  participation,  that  might  be  helpful  to  the  Com- 
mission. 

Also,  if  you  could  indicate  specifically  some  of 
the  ways  you  think  that  CPS  procedures  might  be  modi- 
fied to  get  a  better  handle  on  how  many  people  might  be 
unemployed,  that  would  be  helpful. 

My  plea  would  be  that  in  the  kind  of  papers  that 
are  being  presented  by  groups  like  the  NAACP  and  others, 
that  the  main  emphasis  would  be  on  the  methodology  and 
concepts  of  accounting  rather  than  the  nature  of  the 
unemployment  problem  itself.  This  is,  after  all,  a 
commission  on  employment  and  unemployment  statistics 
and   not    a    commission   on   employment    or  unemployment. 

We  really  do  not  have  any  authority  to  recommend 
what  should  be  done  about  unemployment  from  a  manpower 
program  standpoint.  But  what  we  are  most  concerned 
with  is  the  question  of  how  you  go  about  getting  a  good 
fix  on  the  number  of  people  who  are  really  without 
work,    want   to   participate,    and   that    sort   of  thing. 
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How  should  these  methods  be  modified?  What  should 
we  do  to  get  a  clearer  understanding  of  just  what  the 
magnitude  of  the  problem  is? 

CHAIRMAN  LEVITAN:  Mr.  Carter,  if  I  may  add  to 
Bernie's  point  and  to  add  some  more  to  your  homework-- 
you  are  dealing  with  professors,  you  see,  so  we  all 
assign  homework — and  that  is,  you  questioned  the  study 
that  was  cited  yesterday  in  the  New  York  Times.  Now, 
my  understanding  is  that  the  Rand  figures  are  actually 
based  on  census  data.  In  other  words,  I  do  not  think 
Rand  did  anything  special;  they  looked  at  census  data, 
like  some  of  us  did  before,  and  according  to  that 
census  data,  black  females  are  earning  similar  average 
wages  to  whites.  Two  percent  is  close.  It  is  75 
percent  for  black  males  who  are  working.  When  I  looked 
last  it  was  73,  72  percent.  In  other  words,  the  point 
I  am  making  is:  it  is  not  a  question  of  Rand,  a 
reputable  institutional  organization,  but  it  is  a 
question  of  the  census. 

It  then  comes  back  again  to  the  questions  that 
Joan  and  Bernie  raised:  if  you  are  questioning  the 
census  data,  then  I  hope,  as  you  prepare  background 
data  for  us,  that  the  NAACP  and  other  groups  will  show 
where  census  has  gone  amiss  and  why  it  is  that  you  cast 
doubts  about  the  conclusions  of  the  census  data. 
Because  those  are  the  only  data  that  we  have,  and  if 
those  data  are  incorrect,  then  we  are  really  in  trouble 
as  far  as  measuring  is  concerned.  Where  are  the  weak- 
nesses of  these  data?  That  is  what  we  really  are 
concerned  about. 

MR.  CARTER:  We  will  obviously  be  prepared  to  do 
that  because,  as  the  previous  speaker  representing  the 
interests  of  the  Hispanic  community  said,  in  fact  there 
was  no  quantifiable  data  in  terms  of  the  undercount 
but,  as  far  as  they  were  concerned,  they  were  under- 
counted  by  7.7  million  in  the  last  census. 

We  are  aware  of  measures  that  are  being  taken  by 
the  current  administration  to  improve  upon  the  quality 
of  resources,  delivery,  and  a  more  accurate  assessment 
of  their  efforts. 
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We  want  to  be  sure  that  their  evaluation  systems 
measure  accurately  what  is  intended,  and  that  infer- 
ences are  not  incorrectly  drawn.  I  go  back  to  the 
earnings  ratio  considerations  between  blacks  and  white 
males.  It  is  something  like  77  percent  by  weekly 
median  wages,  and  by  these  indexes  there  has  been 
improvement.  By  the  same  token,  median  salaries  were 
only  60  percent.  These  differences  can  be  accounted 
for  by  statistical  and  sampling  procedures;  however, 
they  have  real  policy  implications. 

So,  what  I  am  simply  saying  is  how  you  look  at  it 
and  the  manner  in  which  you  want  to  create  policy 
frameworks,  since  in  my  judgment,  these  sometimes 
create  some  illusions.  We  would  not  necessarily  criti- 
cize the  brain  power  at  Rand,  but  we  would  have  some 
question  as  to  the  realism  associated  with  those 
figures,  predicated  again  upon  a  realization  of  what 
that  data  base  is. 

So,  we  are  going  to  be  prepared  obviously  to 
answer  the  questions  that  Bernie  raised  and  that  Joan 
raised,  and  1  will  do  my  homework. 

CHAIRMAN    LEVITAN:      Thank    you    very,    very  much. 

We  have  learned  a  great  deal  today. 

Thank  you  again  for  coming  and  we  will  quit  a  half 
minute   ahead  of  time.     We  will  meet  tomorrow  at  9:30. 

(Whereupon,  at  5:00  p.m.,  the  hearing  was 
adjourned. ) 
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The  Commission  met,  pursuant  to  notice,  at  9:30 
a.m.,  in  room  5437,  200  Constitution  Ave.,  N.W. ,  Sar  A. 
Levitan,  Chairman,  presiding. 

Present:  Bernard  E.  Anderson,  Michael  H.  Moskow, 
Samuel  L.  Popkin,  Rudolph  A.  Oswald,  and  Joan  L.  Wills. 

Also  present:  Arvil  V.  Adams,  executive  director; 
Marc  Rosenblum,  staff  economist;  and  Wesley  H.  Lacey, 
administrative  officer. 

OPENING  STATEMENT  OF  CHAIRMAN  LEVITAN 

CHAIRMAN  LEVITAN:  Today,  during  the  second  day  of 
the  hearings,  we  will  turn  our  attention  to  a  major 
issue  that  the  Commission  will  have  to  face,  namely, 
state  and  local  data.  As  was  mentioned  yesterday,  the 
federal  government  last  year  distributed  some  $17  bil- 
lion to  states  and  localities  on  the  basis  of  presumed 
random  state  and  local  labor  force  numbers. 

Obviously,  this  is  a  matter  of  concern  to  the 
Labor  Department,  BLS,  state  and  local  leaders,  and 
many  others.  In  saying  that  these  numbers  are  very 
frequently  random,  I  was  quoting  the  Commissioner  of 
Labor  Statistics,  who  is  forced  to  release  estimates 
for  thousands  of  communities  on  the  basis  of  very 
inadequate  data. 

The  resources  are  not  there,  and  also  the  tech- 
nology possibly  is  not  there,  to  give  adequate  or  reli- 
able data  for  either  small  communities  or  smaller  areas 
and  sometimes  even  for  larger  cities. 

We  will  start  this  morning's  hearings  with  a 
statement  from  one  of  the  best  managers  of  a  local  man- 
power, employment  and  training  program. 
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We  are  delighted,  Ms.  Marion  Pines,  that  you  could 
come  and  that  you  are  willing  to  share  your  thoughts 
with  us  about  state  and  local  data.  Ms.  Pines,  you 
have  the  floor  for  15  minutes  or  less. 

STATEMENT  OF  MARION  PINES,  DIRECTOR, 
BALTIMORE  METROPOLITAN  MANPOWER  CONSORTIUM 

MS.  PINES:  Mr.  Levitan  and  members  of  the  National 
Commission  on  Employment  and  Unemployment  Statistics,  I 
thank  you  for  this  opportunity  to  testify  before  you  on 
an  issue  of  critical  importance  to  the  nation's  cities. 
My  name  is  Marion  W.  Pines,  Administrator  of  the  Balti- 
more Metropolitan  Manpower  Consortium,  a  CETA  prime 
sponsor. 

I  am  sure  you  understand  that  in  order  to  do  our 
job  properly,  we  need  adequate  tools  and  adequate 
dollars.  One  of  our  most  important  tools  is  accurate 
and  reliable  information,  information  about  the  degree 
of  joblessness  we  face,  information  about  the  demo- 
graphic and  occupational  characteristics  of  the  unem- 
ployed, information  about  the  occupational  output  from 
technical  and  vocational  schools  and  training  programs, 
information  about  employer  needs. 

Since  the  most  current  legislation  with  which  we 
are  concerned  ties  dollars  to  that  information,  you  can 
see  how  important  the  accuracy,  the  timeliness,  and  the 
methodology    for    collecting   that    information    can  be. 

My  testimony  today  touches  on  these  concerns.  Most 
recently.  President  Carter's  urban  policy  statement 
emphasized  that  in  the  past  "insensitive  and  incon- 
sistent federal  actions  'have  contributed  to  the  prob- 
lems of  our  distressed  urban  areas.'"  The  President 
urged  cohesive  federal  policymaking  and  a  reexamination 
of  the  impact  of  all  federal  administrative  actions  on 
urban  areas. 

We  are  very  concerned  that  the  current  procedure 
used  by  BIS  to  estimate  unemployment  will  have  substan- 
tial negative  impacts  on  the  ability  of  the  nation's 
major  urban  areas  to  combat  their  economic- problems . 
It  would  not  be  an  overstatement  to  say  that  unemploy- 
ment statistics  have  become  one  of  the  most  important 
factors   in  measuring  urban  distress  and  in  channeling 
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federal  resources  to  financially  distressed  urban 
centers . 

In  the  CETA  program  alone,  the  distribution  of  $6 
billion  in  federal  funds  for  job  creation  ride  on  the 
unemployment  numbers.  It  comes  as  no  surprise  there- 
fore that  major  cities,  including  Baltimore,  are 
insisting  that  the  definitions  and  methodology  for 
determining  the  extent  of  unemployment  should  reflect 
the  most  sophisticated  and  accurate  data  base  possible. 

In  my  view,  the  present  BLS  data  system  fails  to 
adequately  represent  the  true  degree  and  magnitude  of 
the  unemployment  problem,  especially  in  the  major 
cities . 

At  the  most  elemental  level,  I  believe  that  the 
BLS  definition  of  unemployment  is  inadequate  and  that 
this  inadequacy  is  most  apparent  in  urban  areas. 

The  present  definition  excludes  from  the  unemploy- 
ment count  all  those  individuals  that  see  the  prospects 
of  finding  a  job  as  so  dismal  that  they  have  abandoned 
the  effort.  Recent  data  on  labor  force  participation 
shows  a  significant  drop  in  the  rate  of  participation 
among  the  most  disadvantaged  segments  of  our  popula- 
tion, black  males,  for  example. 

These  statistics  imply  an  increase  in  the  number 
of  discouraged  workers  now  discounted  in  computing 
unemployment.  Given  that  these  discouraged  workers  are 
most  often  found  in  central  cities,  one  begins  to  see 
the  possibility  of  a  systematic  undercount  of  the 
unemployed,  especially  in  urban  areas. 

The  undercount  has  serious  implications  not  only 
for  national  macroeconomic  policies,  but  also  to  cities 
that  rely  on  federal  resource  allocations  keyed  to  the 
unemployment  rate.  Any  effective  data  system  must  be 
able  to  identify  these  discouraged  workers.  Without 
this,  we  can  be  seriously  misled  about  the  scope  of  the 
unemployment  problem  or  the  resource  outlays  needed  for 
meaningful  impact. 

Beyond  this  problem  with  the  definition  of  unem- 
ployment, we  have  identified  a  number  of  fundamental 
flaws  in  the  newest  methodology  used  to  estimate  the 
number  of  unemployed  in  local  areas.  These  methodo- 
logical flaws  compound  the  systematic  underestimate  of 
the  rate  of  unemployment  in  our  urban  centers .  I  would 
like  to  put  this  development  into  historical  context. 
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In  1973,  recognizing  the  inadequacy  of  its  esti- 
mating procedures  in  metropolitan  areas,  BLS  began 
using  the  Current  Population  Surveys  to  supplement  and 
adjust  its  estimates  of  unemployment  in  major  cities 
and  the  largest  SMSAs .  BLS  recognized  that  old  pro- 
cedures had  failed  to  capture  certain  groups  of  the 
unemployed,  particularly  those  in  the  secondary  labor 
market. 

It  missed  those  people  with  the  most  limited  labor 
force  experience,  including  youth,  minorities,  women, 
the  undereducated ,  and  the  low-skilled.  This  occurred 
because  the  pre-CPS  method  relied  so  heavily  on  data 
about  unemployment  insurance  claimants. 

As  you  know,  to  be  eligible  for  unemployment  bene- 
fits, individuals  must  have  had  a  reasonably  stable 
attachment  to  the  labor  force  and  must  have  worked  in 
an  industry  covered  by  that  system.  The  most  disadvan- 
taged members  of  the  work  force,  typically  attached  to 
the  secondary  labor  market  and  living  in  the  urban 
areas,  are  the  very  same  people  least  likely  to  apply 
and  qualify  for  these  benefits. 

By  instituting  the  CPS  methodology  in  major  metro- 
politan areas  in  1973,  BLS  was  attempting  to  estimate 
the  number  of  these  disadvantaged  workers  and  adjust 
its  unemployment  estimates  accordingly.  Since  1973, 
the  CPS  system  has  been  improved  and  has  consistently 
recognized  the  growing  number  of  unemployed  in  major 
urban  areas. 

However,  late  in  1977  we  learned  that  this  system 
of  estimating  unemployment  in  major  cities  was  to  be 
abandoned  principally  in  the  interest  of  creating  a 
nationally  "homogenized"  system  that  would  minimize  the 
needs  for  post  hoc  adjustments,  and  utilize  more  recent 
information,  for  example,  UI  claims  data. 

This  standardized  system  is  less  accurate  and  less 
reflective  of  the  scope  of  unemployment  in  urban  areas. 
Although  the  changes  tend,  I  believe,  to  create  a 
system  capable  of  producing  good  numbers  for  states, 
there  are  a  number  of  sources  of  bias  in  the  new  method 
which  tend  to  overestimate  the  economic  health  of  large 
cities  and  thereby  threaten  their  continued  receipt  of 
needed  federal  funds. 
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One  of  the  chief  sources  of  bias  in  the  new  meth- 
odology is  caused  by  the  abandonment  of  SMSA- level  CPS 
samples.  In  the  past,  handbook  estimates  for  30 
largest  SMSAs  were  adjusted  by  the  ratio  of  their 
annual    average    CPS    to    the   handbook   70-step  method. 

This  has  consistently  raised  the  estimates  of 
unemployment  for  the  Baltimore  area,  for  example,  above 
the  level  of  the  pure  handbook  method.  The  new  meth- 
odology abandons  this  adjustment.  We  believe  that  the 
use  of  CPS  adjustments  helped  to  better  measure  the 
true  unemployment  picture  in  Baltimore  and  its  abandon- 
ment distorts  the  picture. 

For  example,  under  the  new  BLS  procedures  the  rate 
of  unemployment  in  Baltimore  was  estimated  at  17  per- 
cent less  than  the  estimate  made  with  metropolitan  area 
CPS  data  included.  Philadelphia  and  Atlanta  experi- 
enced the  same  "paper"  reduction  in  unemployment  rates. 

It  appears  that  most  cities  and  metropolitan  areas 
once  covered  by  the  CPS  methodology  find  the  same 
undercounts  of  unemployment  when  this  new  methodology 
is  applied. 

One  of  the  explanations  is  that  the  new  procedures 
rely  largely  on  unemployment  insurance  claims  to  esti- 
mate local  unemployment  rates.  Even  with  adjustments 
for  youth  and  reentrants,  the  new  procedures  based  on 
UI  claims  tend  to  undercount  the  most  disadvantaged 
among  the  unemployed,  those  with  a  limited  labor  force 
attachment,    who    tend    to    cluster   in   central  cities. 

Second,  the  new  method  for  estimating  employment 
levels  for  the  individual  jurisdictions  comprising  an 
SMSA  is  perhaps  more  suspect.  Each  jurisdiction  within 
an  SMSA  is  assumed  to  have  exactly  the  same  percentage 
of  the  area's  total  employment  as  it  has  of  its  total 
population. 

In  effect,  then,  the  ratio  of  total  employment  to 
total  population  is  seen  to  be  constant  throughout  a 
given  SMSA.  Examining  data  for  seven  of  the  largest 
SMSAs  which  had  CPS  data  for  both  the  SMSA  and  central 
city,  we  find  that  the  "employment  to  population  ratio" 
is  consistently  higher  for  the  suburban  areas  and  the 
SMSA   as    a   whole    than    it   is   for  the   central  cities. 

This  assumption  will  tend,  therefore,  to  overesti- 
mate employment  in  the  central  city  and  underestimate 
employment  in  the  suburban  jurisdictions. 
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January  and  February  1978  statistics  represent  the 
first  products  of  the  revised  Local  Area  Unemployment 
Statistics  methodology  and  our  concerns  are  confirmed. 
The  figures  show  a  dramatic  and  untenable  shift  in  the 
distribution  of  unemployment  among  the  state's  juris- 
dictions. They  imply  ballooning  unemployment  rates  in 
the  rural  areas  of  the  state  in  contrast  to  the  metro- 
politan areas. 

We  believe  this  is  the  result  of  dropping  the  CPS 
sample  for  the  metropolitan  area.  We  further  believe 
that  the  CPS-based  figures  for  the  metropolitan  area 
more  accurately  reflect  actual  conditions  than  do  the 
figures  derived  under  the  new  methodology. 

For  example,  sample  comparison  of  December  1977 
and  revised  January  1978  unemployment  rates  for  non- 
metropolitan  Maryland,  the  Baltimore  SMSA,  and  the 
State  of  Maryland. 

As  1  stated  at  the  outset,  antirecession  funds, 
CETA  formula  funds,  discretionary  job  creation  funds, 
and  economic  development  funds  ride  on  unemployment 
estimates.  We  must  be  assured  that  funding  allocations 
intended  to  alleviate  urban  distress  are  made  on  the 
basis  of  data  which  realistically  reflects  the  nature 
and  extent  of  that  distress. 

Given  the  stakes,  data  must  be  as  accurate  as 
possible  and  must  be  free  of  the  systematic  biases  that 
undercount  urban  unemployment.  I  urge  you  to  recommend 
the  readoption  of  the  CPS  method  in  urban  areas. 
Further,  this  CPS-enriched  method  should  be  expanded, 
not  eliminated. 

But  there  is  another  aspect  to  the  statistical 
shortfall.  Even  if  the  funding  allocation  inequities 
engendered  by  present  estimating  procedures  were  to  be 
completely  offset  by  revised  formulae,  which  is  doubt- 
ful, there  are  srtill  serious  inadequacies  in  data  sys- 
tems currently  available  for  economic  development  and 
manpower  planning  purposes.  We  desperately  need  a 
versatile  and  timely  body  of  data  related  to  local 
labor  market  conditions. 

Information  currently  available  is  woefully  inade- 
quate. The  administrative  data  made  available  through 
the  SESA/BLS  cooperative  data  systems  concerning  demo- 
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graphic  and  occupational  characteristics  of  the  unem- 
ployed relate  only  to  persons  covered  by  unemployment 
insurance . 

We  in  Baltimore,  like  other  major  urban  manpower 
planners,  have  found  that  the  largest  group  of  our  job- 
seeking  clients,  over  75  percent  of  those  we  serve,  are 
not  receiving  unemployment  insurance  benefits.  As 
Dr.  Harold  Goldstein  has  so  ably  discussed  in  his  paper 
prepared  for  this  Commission,  it  is  highly  unlikely 
that  the  most  disadvantaged  jobseekers  would  be  ade- 
quately  described   by   data    relating    to   UI  claimants. 

The  success  of  locally  administered  policy  is 
tightly  intertwined  with  the  availability  of  a  body  of 
locally  relevant  data  that  describes  occupational 
shortages  and  labor  force  supply  with  reasonable  accu- 
racy. Millions  of  dollars  in  public  monies  are  being 
appropriated  and  expanded  in  the  hope  that  adequate  and 
reliable  local  labor  market  information  is  available  to 
guide  local  economic  and  community  development  and 
manpower  policy. 

I  think  that  those  in  this  room  recognize  that  is 
not  now  the  case.  We  urge  the  Commission  to  make  the 
federal  government  aware  of  the  serious  shortcomings  of 
the  present  data  systems . 

I  would  like  to  submit  several  recommendations  for 
consideration  by  the  Commission: 

First,  revise  estimating  procedures  for  local 
unemployment  statistics  by  reinstituting  and  expanding 
the  use  of  the  CPS  methodology  in  those  large  cities 
and  SMSAs  where  it  was  previously  used. 

Second,  within  reasonable  resource  constraints, 
expand    the    CPS   methodology   to   other  SMSAs   and  LMAs . 

Third,  use  an  expanded  local-level  CPS  to  adjust 
for  the  statistical  inadequacies  of  UI  claims  data  in 
describing     the     characteristics     of     the  unemployed. 

Last,  encourage  the  rapid  implementation  and 
effective  utilization  of  current  improvements  in  occu- 
pational forecasting  such  as  the  Occupational  Employ- 
ment Statistics  program  and  the  work  program  of  the 
National  Occupational  Information  Coordinating  program. 

Thank  you  again  for  the  opportunity  to  address  the 
Commission  on  this  matter  of  critical  importance.  I 
hope  that  I  have  been  able  to  convey  to  you  some  of  our 
concerns  at  the  local  government  level. 
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FOR  EXAMPLE: 

Sample  comparison  of  December  1977  and  Revised  January  1978  Unemployment 
Rates  for  Non-metro    Maryland,  the  Baltimore  SMSA  and  the  State  of  Maryland. 


Revised  Percent 

December  1977             January  1978  Change 

Western  Maryland 

Allegheny                                                       6.8                            14.5  113 

Frederick                                                       3.4                              8.1  138 


Southern  Maryland 

Calvert  7.1  11.2  58 

St.  Mary's  4.0  8.6  115 


Eastern  Shore 

Caroline  7.0  13.2  89 

Dorchester  5.7  14.9  161 


Baltimore  SMSA 

Baltimore  SMSA  6.8  7.5  10.3 

Baltimore  City  8.9  9.3  4.3 

Anne  Arundel  5.8  5.3  (  -8.0) 

Baltimore  County  5.5  7.4  34.5 

Carroll  5.0  7.2  44.0 

Harford  7.1  5.6  (-21.1) 

Howard  4.1  4.1  0.0 


State  of  Maryland 


5.4 


7.0 


29.6 
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ATTACHMENT  2 


Employment  to  Population  Ratio  Using  1975  CPS  data;  SMSA,  City 
and  Suburban  Areas  


SMSA 

CITY 

SUBURB 

Baltimore 

40.0 

36.0 

42.7 

Chicago 

41.6 

37.7 

44.7 

Cleveland 

41.6 

36.8 

43.9 

Detroit 

37.0 

32.3 

39.0 

Milwaukee 

43.3 

41.0 

45.3 

Philadelphia 

38.4 

35.0 

40.5 

New  York 

38.2 

37.1 

42.0 

168 


Attachaent  2 


A  COMPARISON  OF  'OLD'  DECEMBER  1977  AND  REVISED  JANUARY  197B 
UNEMPLOYMENT  RATES  FOR  MARYLAND  OUTLYING  COUNTIES  AND 
WASHINGTON.  D.  C.  SMSA  (MARYUND  PORTION) 


Old  Revised 
Dec.  1977    Jan.  1978 


Al  legacy 

6.8 

14.5 

Frederick 

3.4 

8.1 

Garrett 

10.2 

19.9 

Washington 

4.9 

9.8 

Calvert 

7.1 

11.2 

St.  Mary's 

4.0 

8.6 

Caroline 

7.0 

13.2 

Cecil 

4.1 

7.7 

Dorchester 

5.7 

14.9 

Kent 

7-7 

11.7 

Queen  Anne's 

3.7 

10.2 

Somerset 

T1.5 

20.2 

Talbot 

•3.3 

7.3 

Wicomico 

5.9 

11.3 

Worcester 

10.7 

20.7 

Washington, D.C.  SKSA 

3.1 

4.0 

Charles  . 

4.3 

4.3 

Montgomery 

2.9 

4.1 

Prince  George's 

3.3 

3.9 

Percent 
5        10      15  20 

J  \  L  L 


Unemployment  Rates 


ESS 


E3 


IW^ 
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A  COMPARISON  OF  'OLD'  DECEMBER  1977  AND  REVISED  JANUARY  1978 
UNEMPLOYMENT  RATES  FOR  THE  BALTIMORE  SMSA 

Kercent 


•Old- 

Revised 

Dec .  1977 

Jan.  1978 

Baltimore  SMSA 

6.8 

7.5 

Baltimore  City 

8.9 

9.3 

•Anne  Arundel 

.5.8 

5.3 

Baltimore  County 

5.5 

7.4 

Carroll 

5.0 

7.2 

Harford 

7.1 

5.6 

■Howard 

4.1 

4.1 

Prepared  by: 

Maryland  Departinent  of  Human  Resources 
Office  of  Program  PUnMng  end  Eva'iuation 
Research  and  Analysis  Division 
April  17.  1978 


10 


15 
1 


20 
I 


25 
I 


Unemployment  Rates 


An  asterisk  (*)  means  that  the 
unemployment  rate  was  lower  in 
January  1978  than  it  was  in 
December  1977. 


Shaded  area  represents  increase  in 
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MS.  PINES:  Mr.  Chairman,  I  am  quite  willing  at 
this  time  to  try  to  answer  questions  which  the  Commis- 
sion may  have. 

CHAIRMAN  LEVITAN:  Thank  you.  I  wish  you  would 
take  out  the  reference  to  academic  discussion,  and 
insert  relevant  discussion  at  the  end  instead. 

MS.    PINES:     Please   delete   that   from  the  record. 

CHAIRMAN  LEVITAN:     Mr.  Popkin. 

MR.  POPKIN:  Thank  you  for  a  very  valuable  presen- 
tation. Let  me  ask  a  few  questions.  First,  for  your 
own  planning  use  within  your  programs  now,  aside  from 
all  the  uses  of  the  statistics  for  giving  you  money, 
you  talked  about  the  need  for  data  on  the  non-Ul  part 
of  your  clientele. 

How  often  do  you  actually  need  data  for  your  own 

use? 

MS.  PINES:  At  the  minimum,  we  are  supposed  to 
have  it  once  a  year,  when  we  submit  a  plan  to  the 
Department  of  Labor.  We  are  in  the  process  of  de- 
veloping that  data  now.  We  must  submit  a  plan  once  a 
year  in  order  to  get  the  CETA  grant.  The  plan  must 
describe  the  characteristics  of  the  population  and  must 
justify  the  decisions  that  local  governments  make  for 
selecting   certain  client  groups   for  special  services. 

And  it  must  be  fairly  discrete  information.  It 
cannot  simply  be  the  number  of  unemployed. 

MR.  POPKIN:  But  you  are  doing  that  now  somehow.  I 
am  talking  about  for  your  internal  purposes,  how  often 
do  you,  for  your  use  within  your  program  and  not  for 
use  to  get  money  out  of  another  agency,  need  great 
data? 

MS.  PINES:     Great  data?     I  need  data.     I  need  good 

data . 


MR.  POPKIN:     How  often  do  you  need  this? 
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MS.  PINES:  At  least  once  a  year.  And  you  need  it 
more  than  that  because  that  is  only  for  the  CETA  grant. 
Our  city  is  applying  for  UDAG  grants,  for  the  HUD 
special  grants.  For  every  part  of  the  HUD  special 
grant,  the  Department  of  Housing  and  Community  Develop- 
ment asks  us  to  describe  the  labor  force;  to  give  the 
description  of  the  impact  this  may  have  on  the  labor 
force;  to  assess  the  job  creation  effect  of  this  grant. 

We  do  a  very  good  job  of  rhetoric,  a  very  convinc- 
ing job.  I  do  not  feel  comfortable  with  the  stuff  we 
are  producing. 

MR.  POPKIN:  If  you  had  to  pay  for  the  data  and  it 
was  only  for  your  own  use,  not  for  use  within  HUD, 
CETA,  congressmen,  Labor,  how  often  would  you  collect 
data  to  adjust  your  own  programs?    Once  a  year? 

MS.  PINES:  Yes. 

MR.  POPKIN:  Okay. 

MS.  PINES:  But  don't  say  it  would  not  be  for  HUD. 
We  are  trying  to  do  some  comprehensive  planning  in  our 
local  areas.  So,  we  do  not  just  plan  for  manpower  and 
ignore  economic  development.  All  of  this  is  very 
interrelated  data  and  we  need  a  comprehensive  body  of 
data  for  all  kinds  of  planning. 

MR.  POPKIN:  Let  me  ask  you  one  other  question. 
Yesterday,  one  of  my  commissioners--!  do  not  remember 
which  one--suggested  that  it  simply  did  not  make  sense 
to  try  and  get  separate  unemplo3nnent  estimates  for 
areas  within  an  SMSA  and  that  there  was  simply  no 
reasonable  way  to  derive  separate  unemployment  esti- 
mates . 

And,  if  that  is  true,  what  is  wrong  with  the 
seat-of-the-pants  method  of  just  breaking  it  up  by 
population? 

MS.  PINES:  Well,  I  think  I  have  described  some  of 
those  problems.  I  mean,  at  the  outset  we  are  hurt 
under  the  allocation  formula,  so  to  begin  with  that's  a 
problem. 
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Secondly,  we  would  be  glad  to  pay  for  doing  this. 
Many  of  us  would  be  willing  to  conduct  our  own  surveys. 
They  simply  are  not  recognized  by  the  Department  of 
Labor  and,  therefore,  it  is  throwing  money  out.  We  can 
do  it  and  we  can  justify  it,  but  the  data  will  not  be 
accepted.  Therefore,  it  will  not  be  used  for  any  kind 
of  formula  allocation  process. 

MR.  POPKIN:  Okay.  Can  you  suggest  any  sort  of 
formula  way  of  breaking  it  up  within  an  SMSA  than  the 
one  that  is  being  used  now? 

MS.  PINES:  Do  you  mean  the  employment/population 
ratio  estimate? 

MR.  POPKIN:  Without  going  through  the  expense  of 
surveys,  is  there  some  slightly  rigged  way  or  some 
other  weighted  way,  a  fudged-adjusted  proxy  way  of 
breaking    it   up  within  the   SMSA  that  you  would  find? 

MS.  PINES:  What  is  the  problem  with  going  back  to 
the  CPS  methodology  for  the  SMSA?  What  they  are  doing 
now  is  benchmarking  every  political  subdivision  to  the 
state,  what  percentage  the  employed  population  is  to 
the  state.  Assuming  that  there  is  an  equal  business 
all  over  the  place,  we  suddenly  saw  the  unemployment 
rate  for  Baltimore  County,  which  is  the  wealthiest 
county  in  the  SMSA,  increase  34  percent  under  the  new 
methodology. 

CHAIRMAN  LEVITAN:     Mr.  Anderson. 

MR.  ANDERSON:  Marion,  you  have  raised  in  your 
paper  the  question  of  the  discouraged  workers  and  this 
has  emerged  as  one  of  the  major  issues  that  the  Commis- 
sion is  going  to  have  to  deal  with.  I  would  like  to 
ask  you  about  the  concept  of  unemployment. 

At  the  present  time,  we  consider  unemployment  to 
be  a  condition  under  which  an  individual  seeks  a  job 
but  is  unable  to  find  it.  The  discouraged  workers  are 
those  who,  as  you  know,  are  not  seeking  work  but  say 
that  they  would  seek  work  if  they  thought  it  was  avail- 
able . 
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The  dynamics  of  discouraged  worker  numbers  sug- 
gests that  when  more  jobs  become  available,  the  number 
of  discouraged  workers  declines.  I  think  the  record 
will  also  show  that  the  number  of  discouraged  workers 
declines  most  rapidly  with  expanding  employment  for 
those  groups  that  you  identified  as  being  the  most 
disadvantaged. 

What  I  would  like  to  have  you  comment  upon  is  a 
specific  definition  of  discouraged  workers  that  you 
would  like  to  see  included  in  the  survey  methodology  in 
order  to  indicate  how  many  of  those  persons  should  be, 
perhaps,  added  to  the  count  of  the  unemployed. 

What  1  have  in  mind  here  is  the  question  of 
whether  we  should  include  all  persons  who  say  they  want 
a  job  but  are  not  looking  for  it,  without  regard  to  the 
period  of  time  in  the  past  that  they  might  have  searched 
for  a  job,  or  whether  we  should  try  to  maintain  some 
sense  of  timing  for  job  search. 

For  example,  should  an  individual  who  searched 
within  the  last  six  months  be  counted  as  unemployed? 
Within  the  last  year?  Within  the  last  two  years?  What 
if  an  individual  has  not  searched  for  a  job  in  five 
years  but  says  he  is  interested  in  a  job?  Should  that 
person  be  counted  as  unemployed? 

MS.  PINES:    How  are  we  defining  "search"? 

MR.  ANDERSON:  To  be  engaged  in  some  activity 
directed  toward  finding  a  job. 

MS.  PINES:  Does  that  mean  having  registered  at 
some  point  of  intake  that  we  can  count? 

MR.  ANDERSON:     It  might  include  that. 

MS.  PINES:  That  becomes  an  important  considera- 
tion. If  we  are  saying  that  you  must  have  stopped  at 
point  A,  put  your  name  down  and  said,  "Yes,  I  am  look- 
ing for  a  job,"  and  that  is  how  we  constitute  search, 
or  if  search  means  I  am  walking  down  the  street  and  I 
am  talking  to  my  neighbors  and  say,  "Hey,  have  you 
heard  of  anything  that  is  available?" 
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This  morning  it  was  announced  in  Baltimore  that 
Westinghouse  may  be  opening  up  1,000  jobs  next  year. 
Does  that  mean  that  that  information  is  going  to  get 
out  and  all  discouraged  workers  are  going  to  say,  "Hey, 
now  we  know  there  are  1,000  jobs." 

Or,  there  are  going  to  be  1,500  summer  jobs  and 
the  word  gets  out,  and  all  the  kids  decide  they  are 
going  to  go  out  and  look  for  it. 

The  definition  of  search  becomes,  it  seems  to  me, 
an  important  factor  here.  1  agree  with  you.  As  soon 
as  jobs  are  announced,  it  seems  to  pull  people  into  the 
job  market.  When  there  is  a  perception  that  there  are 
no  jobs,  people  have  a  sense  of  alienation  and  hope- 
lessness. There  is  no  point  in  looking.  There  is  a 
kind  of  mythology.  There  isn't  anything  out  there,  so 
what  is  the  point  of  going  out  and  looking. 

That  is  why  I  want  to  get  semantical  with  you  and 
duck  your  question,  but  I  am  not  sure  what  "search" 
means.  We  have  found  that  when  we  announce  a  large 
number  of  public  service  jobs,  when  we  announce  a  large 
number  of  summer  jobs,  a  lot  of  people  start  searching 
who  had  not  before. 

And,  when  the  jobs  are  not  available,  the  search 
does  not  take  place. 

MR.  ANDERSON:  If,  then,  you  know  that  when  the 
jobs  are  available  individuals  who  are  not  in  the  labor 
force  come  into  the  labor  force,  would  you  then  not  be 
able  to  adjust  your  unemployment  figures  in  some  sense 
to  take  account  of  the  possible  expansion  of  the  labor 
force  with  expanding  job  opportunities? 

MS.  PINES:  Yes.  I  am  just  not  quite  sure  what 
the  methodology  should  be.  I  do  not  think  I  am  enough 
of  a  technical  expert  to  know  how  to  do  that. 

I  think  what  we  have  to  look  at,  though,  if  we  are 
going  to  be  counting,  is  perhaps  to  consider  every 
person  18  and  over  who  is  out  of  school  as  a  person 
that  is  looking  for  a  job.  I  think  that  is  a  popula- 
tion that  we  are  pretty  much  ignoring,  the  population 
that  is  not  working,  is  not  in  school.  I  think  we  can 
make  an  assumption  that  if  work  was  available,  most  of 
those  people  would  be  working. 
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That  is  what  we  are  finding  as  the  population  is 
coming  into  the  job  creation  market. 

MR.  ANDERSON:  Then  you  would  have  the  survey 
methodology  make  assumptions  about  the  individuals' 
willingness  rather  than  expression  of  activity  on  the 
part  of  the  individual. 

Let  me  ask  you  another  question,  Marion,  on  this. 
There  are  a  number  of  recommendations  that  you  have 
included  here  that  I  think  most  people  would  regard  as 
desirable.  Obviously,  there  is  not  an  unlimited  amount 
of  money  available  to  do  all  of  the  things  we  might 
like  to  do  with  labor  statistics. 

What  would  be  your  top  three  priority  items  for 
revising  the  local  unemployment  data  to  provide  the 
kind  of  information  you  need  for  your  planning  pur- 
poses? 

MS.  PINES:  Well,  first  of  all,  we  would  like  to 
go  back  to  the  CPS-enriched  methodology- -we  would  like 
to  have  a  larger  CPS  metropolitan  sample,  number  one, 
and  a  better  analysis  of  that  sample  so  that  we  have 
more  information  about  the  characteristics  of  the 
people  in  that  sample. 

I  think,  second--and,  of  course,  if  all  the  things 
that  NOICC  is  supposed  to  do  really  come  true,  it  would 
be  great--we  need  much  better  occupational  input  and 
output  information.  We  do  not  have  good  data  now  on 
the  output  of  all  of  the  occupational  training  facili- 
ties within  the  state. 

We  do  not  have  good  information  on  the  charac- 
teristics of  the  unemployed  in  any  given  occupational 
area.  Dr.  Popkin  asked  before  how  we  do  our  planning 
and  how  often  we  do  it.  In  addition  to  knowing  whom  we 
are  serving,  the  question  is:  For  which  occupations 
should  we  be  training  people? 

It  is  very  useful  to  know  how  many  unemployed 
welders  we  have,  as  well  as  whether  Bethlehem  Steel  is 
going  to  need  welders  next  year,  before  we  undertake  a 
responsibility  of  developing  new  trainees  in  the  weld- 
ing field. 

We  do  not  have  that  data  now.  When  we  try  to  get 
it  from  the  state,  they  say  it  is  very  inadequate  and 
very  unreliable. 
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Now,  that  is  basic  stuff  that  we  should  have  to  do 
sensible  labor  market  planning  instead  of  just  coming 
out  with  the  strategy,  talk  to  a  few  employers  and  hope 
for  the  best. 

CHAIRMAN  LEVITAN:    Ms.  Wills? 

MS.  WILLS:  Marion,  I  have  an  observation.  You 
said  that  75  percent  of  the  people  that  you  were 
servicing  basically  are  not  participating  in  the  unem- 
ployment insurance  system.  I  guess  in  one  way  that 
proves  that  you  are  serving  significant  segments  or 
making  at  least  an  attempt  to  because,  as  I  recall,  one 
of  the  background  papers  pointed  out  that  all  but 
approximately  17  percent  of  the  people  in  this  nation 
can  participate  in  the  UI  program. 

Youths  and  new  entrants,  obviously,  the  population 
that  I  assume  you  are  servicing,  do  not  participate. 
So,  the  reason  I  make  that  point  is,  with  the  exception 
of  the  CPS,  how  do  you  envision  or  how  would  you  see 
getting  more  information  on  that  part  of  the  popula- 
tion, if  that  is  what  you  really  think  you  need?  The 
new    entrants,    the    reentrants    into   the    labor  force. 

MS.  PINES:  Well,  what  we  are  using,  Joan,  is  a 
lot  of  data  from  other  administrative  files.  We  are 
using  Health  Department  data.  We  are  using  Department 
of  Education  data.  We  are  aggregating  a  lot  of  adminis- 
trative files  and  we  are  using  our  own  administrative 
files.  We  have  80,000  active  cases  in  our  own  CETA 
metropolitan  area  files. 

So,  we  have  very  large  administrative  files  of  our 
own  that  tell  us  who  have  been  looking  for  work  and  a 
lot  of  information  about  those  people. 

MS.  WILLS:  That  was  a  beautiful  answer.  What  do 
you  think  that  we  can  then  do  to  increase  the  utiliza- 
tion of  administrative  files? 


MS.    PINES:      What    can   we    do    to    increase  them? 
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MS.  WILLS:     For  example  --- 

MS.  PINES:  I  have  a  feeling  you  know  the  answer 
to  that. 

MS.  WILLS:  For  example,  it  seems  to  me--and  I 
think  we  all  have  to  recognize  there  will  be  some  kind 
of  limitation  on  the  CPS--unemployment  insurance  files 
have  a  purpose  unto  themselves.  There  are  limitations 
in  terms  of  what  you  do  with  unemployment  insurance 
files.  How  does  that  relate--and  I  think  what  Sam  was 
trying  to  get  at — what  other  kinds  of  information  do  we 
need?  And  we  do  have  a  wealth  of  other  information 
through    the    administrative    files    of    other  agencies. 

Part  can  be  used  in  terras  of  program  design,  but, 
could  you  step  back  for  a  moment  and  recognize  how 
pregnant  the  questions  of  resource  allocation  and  the 
new  methodology  are  right  now? 

You  did  not  mention  in  your  testimony  any  recom- 
mendations or  any  considerations  for  other  kinds  of 
factors  that  could  or  should  be  included  in  allocation 
of  funds.  Have  you  given  any  thought  to  a  hardship 
index  and,  if  so,  what  do  you  think  it  should  look 
like?  What  kind  of  factors  need  to  be  considered  and 
should  it  be  used  in  the  allocation  of  funds? 

CHAIRMAN  LEVITAN:  You  will  have  some  time  to  pre- 
sent your  answer  later. 

MS.  PINES:  Well,  shall  I  borrow  from  Dick  Nathan's 
hardship  index?  I  think  that  some  of  the  distressed 
area  formulas  that  are  being  talked  about  now  in  terms 
of  the  urban  strategy  and  certainly  in  terms  of  the  new 
block  grant  formulas  are  the  kinds  of  factors  that  have 
to  be  used  in  an  allocation  formula;  income,  as  well  as 
unemployment,  as  well  as  the  density  of  unemployment-- 
the  actual  numbers  of  people  rather  than  the  rates — 
housing,  age  of  housing  stock. 

And  I  think  something  very  critical  and  something 
we  are  not  looking  at  is  the  tax  structure  of  urban 
areas  vis-a-vis  their  surrounding  areas.  We  are  very 
conscious    of   that   in  the   older  urban  areas.     We  are 
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/ery  conscious  of  it  in  terms  of  what  it  does  to  us  in 
Dur  efforts  to  put  together  economic  development  strat- 
egies that  are  going  to  work. 

For  example,  the  City  of  Baltimore  has  a  tax  rate 
that  is  almost  double  that  of  all  the  surrounding  coun- 
ties. We  are  competing  with  all  of  the  surrounding 
counties  for  economic  development,  for  new  companies  to 
:ome  in,  for  old  companies  to  stay.  It  is  very  hard  to 
develop  any  kind  of  incentives  for  them  to  do  that  when 
;^e  have  a  less  skilled  work  force,  a  less  educated  work 
force,    a    higher    tax    rate    and   an   eroding    tax  base. 

I  think  these  are  some  of  the  factors  that  have  to 
De  looked  at  when  we  are  talking  about  allocation 
formulas  for  urban  areas. 

CHAIRMAN  LEVITAN:  I  do  not  believe  in  working  you 
Dvertime,  Ms.  Pines,  but  one  thing--well,  two  or  three 
questions.  One,  is  it  possible  that  your  surrounding 
counties  did  not  get  a  fair  share  of  the  federal 
dollars  prior  to  January  of  1978,  and  the  January  1978 
changes  corrected  an  old  wrong  rather  than  created  new 
i^rongs? 

^  MS.  PINES:  When  you  say  "possible,"  I  have  to  say 
anything  is  possible. 

I  CHAIRMAN  LEVITAN:  No,  I  think  on  the  face  of  your 
examination,    you    looked    at    one    side    of    the  issue. 

I        MS.  PINES:    Right,  exactly. 

It  is  interesting  because  Arnold  Packer  brought  up 
the  very  same  point  when  we  discussed  this  with  him, 
and  he  said  "Isn't  it  possible  the  populations  have  all 
shifted  out  there  and  that  is  really  where  all  of  the 
distress  is?" 

I  don't  think  you  can  walk  through,  ride  through 
or  live  through  any  of  these  areas  and  measure  distress 
on  a  windshield  index,  through  a  health  index,  through 
a  housing  index,  or  through  any  other  kind  of  index  and 
say  this  [suburban  and  rural  area]  is  where  the  prob- 
lems have  gone,  certainly  not  in  the  proportions  that 
this  data  would  indicate. 
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CHAIRMAN  LEVITAN:  In  other  words,  it  is  very 
probable,  or  certainly  possible,  that  what  BLS  did  was 
to  correct  an  old  wrong  rather  than  create  a  new  one? 

MS.  PINES:  No,  I  do  not  agree  with  you,  but  that 
is  possible. 

CHAIRMAN  LEVITAN:  Two:  In  response  to  Dr.  Ander- 
son's question,  you  rejected  the  current  activity  con- 
cept of  BLS.  What  kind  of  an  activity  concept  would 
you  want,  Ms.  Pines?  How  would  you  count  it--just  on 
the  basis  of  this  very  nebulous  feeling  that  we 
announce  1,000  jobs  for  Westinghouse  and  there  are 
2,000  applicants?     Is  that  what  activity  means? 

How  would  you  measure  activity  for  the  purpose  of 
CPS?  To  say  that  it  is  a  sematic  problem  will  not  be 
enough  for  the  Commission. 

MS.  PINES:     I  understand. 

CHAIRMAN  LEVITAN:     Could  you  — 

MS.    PINES:     Yes,    let   me    give    it    some  thought. 

CHAIRMAN  LEVITAN:  I  really  would  appreciate  that 
because,  as  Bernie  said,  discouraged  workers  are  a 
problem,  obviously,  that  we  will  have  to  consider. 
Everybody  tells  me  that  the  activity  test  BLS  now  uses, 
in  terms  of  the  monthly  interview,  is  inadequate.  But 
nobody  has  told  us  yet  what  would  be  an  adequate  test, 
and  how  we  would  arrive  at  that  kind  of  a  test. 

MS.  PINES:     Okay.     Let  me  give  that  some  thought. 

CHAIRMAN  LEVITAN:  And  would  you  also  give  some 
thought  to  Joan's  question  about  what  kind  of  hardship 
index  you  want?  You  answered  in  terms  of  the  city.  I 
think  what  Joan  might  have  thought--if  she  did  not,  I 
would  want  to —  was,  do  you  want  it  in  terms  of  the 
individual? 
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MS.  WILLS:     Individuals,  that  is  correct. 

MS.  PINES:  Individual--okay,  fine, 
i  Let  me  make  one  closing  comment.  I  presume  you 
all  are  aware  that  we  have  gone  through  a  massive  job 
creation  effort  in  the  last  nine  months  in  this  coun- 
try. That  is  a  federally  subsidized  job  creation 
effort.  Various  people  who  are  now  employed  in 
federally  subsidized  jobs  are  no  longer  counted  as 
unemployed,  which  is  bringing  down  our  unemployment 
rate  artificially  and  bringing  it  down  in  urban  areas 
that    received    large   blocks    of   this  money   last  year. 

Now,  it  is  bringing  cities  down  in  sort  of  a 
"Catch-22"  situation,  so  they  have  artificially  reduced 
their  unemployment  rates,  which  then  makes  them  less 
eligible  for  new  funds  under  the  new  formula.  It  is  a 
rather  bizarre  development. 

CHAIRMAN  LEVITAN:  From  the  viewpoint  of  the 
Administrator  of  the  Baltimore  City   

I  MS.  PINES:  From  the  point  of  view  of  national 
policy.  Dr.  Levitan. 

CHAIRMAN  LEVITAN:     I  see. 

I  thought  you  would  put  this  into  the  record. 
Thank  you  very  much,  Ms.  Pines. 

MS.  WILLS:  While  you  have  a  job  assignment,  if  I 
may,  Sar--Mark,  you  objected  to  the  Census  share  method 
for  the  allocation  of  funds  within  the  SMSA  area. 
Could  you  do  some  creative  thinking  and  come  up  with 
recommendations  other  than  that? 

MS.  PINES:     He'd  like  to  do  all  your  work  for  you. 

MR.  POPKIN:     While  we  are  at  it 

CHAIRMAN  LEVITAN:  The  next  time  you  will  not 
attack  academics.  You  see,  you  get  homework  for  doing 
that. 
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MR.  POPKIN:  Yesterday,  a  representative  of  the 
Kentucky  Council  of  Economic  Advisers  suggested  as  a 
data  source  that  would  allocate  money  on  a  hardship 
basis  to  areas  to  look  at  taxes,  to  look  at--I  do  not 
know--did  he  talk  about  total  corporate  taxes  or  did  he 
just  mean  individual  W-2s? 

MS.  PINES:     Do  you  mean  tax  rates? 

MS.  WILLS:     His  paper  lists  individuals. 

MR.  POPKIN:  It  looked  at  individual  withholding 
taxes  by  areas,  if  you  can  get  that,  if  in  fact  you 
could  get  it  by  areas  by  breaking  out  main  plants  and 
subsidiary  plants.  If  one  could  get  withholding  data 
by  SMSA--I  would  just  like  you  to  think  about  this  when 
you  send  us  your  letter--would  that  data  source  perhaps 
reflect  more  favorably,  fairly  or  equitably  the  needs 
for  monies  for  the  different  areas  than  the  current  new 
CPS  methods? 

CHAIRMAN  LEVITAN:  Mark,  we  will  give  you  a  copy 
of  Dr.  Motley's  statement  because  Dr.  Popkin  is  basing 
his  question  on  it.  So,  you  will  have  it  in  front  of 
you. 

MR.    HOROWITZ:      I'd   appreciate  that.     Thank  you. 

CHAIRMAN  LEVITAN:  Thank  you  very  much.  Before 
you  get  any  more  homework,  thank  you  very  much,  Marion. 

MS.  PINES:    Thank  you  very  much. 

CHAIRMAN  LEVITAN:     Thank  you,  Mark. 

We  will  not  look  at  it  from  the  point  of  view  of 
one  city,  but  rather  from  the  point  of  view  of  many 
small  cities  as  well  as  large  urban  areas. 

Alan    Beals     is     the    Executive    Vice    President,  ^ 
National  League  of  Cities.     We   are  delighted  to  have 
you,  Mr.  Beals. 
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STATEMENT  OF  L.  ALAN  BEALS, 
EXECUTIVE  VICE  PRESIDENT, 
NATIONAL  LEAGUE  OF  CITIES 

MR.  BEALS:  Good  morning.  I  am  Alan  Beals,  the 
executive    director  of   the  National   League   of  Cities. 

The  National  League  of  Cities,  through  its  direct 
member  cities  and  the  affiliation  of  state  municipal 
leagues  represents  approximately  16,000  American 
cities.  I  have  an  informal  statement  to  make  this 
morning  and  additionally  would  like  to  submit  other 
materials  for  the  record. 

I  am  interested  in  making  a  number  of  points,  the 
first  of  which  is  to  say  that  the  National  League  of 
Cities  has  for  many  years  supported  congressional  and 
executive  efforts  to  rationalize  federal  statistical 
policy  and  to  control  the  expansion  of  the  federal 
government's  appetite  for  and  role  in  collecting  data 
and  information. 

Historically,  the  federal  government's  attempts  to 
deal  with  the  problems  of  a  growing  demand  for  data  and 
information  have  been  piecemeal  and  uncoordinated.  Two 
attempts  to  deal  with  this  problem  were  the  Federal 
Reports  Act  of  1949  and,  more  currently,  the  executive 
reorganization  of  statistical  functions  in  the  Office 
of  Management  and  Standards  within  the  Department  of 
Commerce . 

The  ever-increasing  volume  of  federal  statistical 
activity  has  made  it  apparent  that  the  impact  of  these 
and  other  efforts  to  curb  the  uncoordinated  prolifera- 
tion of  federal  statistical  activities  is  still  a 
problem. 

I  offer  these  remarks  to  let  this  Commission  know 
that  we  are  concerned  with  the  cost  of  collecting  data 
for  both  the  public  and  the  private  sectors  of  our 
country  as  well  as  the  need  for  data.  These  are 
remarks  similar  to  those  I  made  to  the  Subcommittee  on 
Census  and  Population  just  a  month  ago  in  consideration 
of  the  Federal  Statistical  Activity  Control  Act  of 
1978. 

But  I  am  also  here  this  morning  to  say  that  we  do 
have   a  problem  with  data   gaps.     And  it  is  our  belief 
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that  some  of  these  gaps  must  be  closed,  even  though  the 
collection  of  data  is  very  expensive,  because  such 
action  is  crucial  to  enhance  and  improve  decisionmaking 
in  the  cities  of  America  and  for  the  people  who  live  in 
those  cities. 

Poor  decisions  cause  inefficient  use  of  resources, 
far  greater  than  the  cost  of  better  data.  Thus,  the 
National  League  of  Cities  welcomes  the  work  of  this 
Commission  as  being  both  timely  and  critical  to  the 
interest  of  the  American  cities. 

Currently,  employment  and  unemployment  are  major 
city  problems.  The  data  which  we  now  have  to  measure 
the  dimensions  of  this  problem  are  woefully  inadequate. 

However,  the  problems  are  so  urgent  that  we  are 
forced  to  use  existing  statistics  to  design  programs, 
allocate  resources  and  evaluate  our  efforts.  Because 
unemployment  and  employment  are  major  political  issues, 
the  intensity  of  the  interest  in  better  data  has  placed 
great  pressure  on  the  Bureau  of  Labor  Statistics  to 
improve  its  collection. 

This  Commission's  work  is  timely  because  the 
dialogue  with  the  Bureau  of  Labor  Statistics  over  col- 
lection techniques  and  definitions  has  become  strained. 
Currently,  BLS  is  embarking  on  improved  collection 
techniques  which  they  assert,  without  empirically 
demonstrating,  will  produce  more  accurate,  local  unem- 
ployment and  employment  data. 

Neither  we  nor  the  BLS  can  be  sure  that  these  new 
methodologies  will  produce  more  accurate  data;  however, 
the  one  thing  we  can  be  sure  of  is  that  these  changes 
in  the  estimates  of  the  city  unemployment  rates  and  the 
numbers  of  unemployed  persons  in  cities  has  had  the 
effect  of  moving  massive  amounts  of  federal  dollars 
from  one  jurisdiction  to  another. 

These  shifts  are  extremely  disruptive  for  local 
governments  across  the  country,  and  we  hope  that  as  its 
very  first  act  the  Commission  will  request  that  the  BLS 
refrain  from  changing  its  methodologies  for  collection 
until  the  Commission  has  completed  its  deliberations 
and  has  made  its  recommendations . 

It  is  reasonable  to  expect  that  Commission  recom- 
mendations will  affect  the  definition  of  employment  and 
unemployment    and    require    major    changes,   in   the  col- 
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lection  and  dissemination  of  this  data.  Therefore,  the 
changes  in  employment  and  unemployment  estimates  that 
BLS  is  currently  implementing  may  be,  at  best,  wasted 
effort  or,  at  worst,  extremely  disruptive  to  the  imple- 
mentation of  important  federal  programs. 

A  major  problem  with  existing  federal  government 
statistical  practice  has  to  do  with  disaggregation. 
Employment  and  unemployment  data  simply  must  be  dis- 
aggregated to  the  level  of  local  jurisdictions  that  are 
the    basic    political    unit    in   our    federal  structure. 

Increasingly,  federal  government  response  to  prob- 
lems in  our  society  is  being  focused  on  areas  of 
"need."  Identification  of  areas  of  need  is  being  accom- 
plished by  an  analysis  of  their  variations  from 
national  averages.  It  is  thus  important  that  these 
national  averages  be  disaggregated  to  the  city  level. 

In  central  cities  a  6  percent  national  average 
unemployment  rate  hides  a  40  percent  unemployment  rate 
among  black  teenagers,  a  25  percent  unemployment  rate 
among  black  women,  and  many  other  variations.  It  also 
hides  a  2  to  3  percent  unemployment  rate  among  white, 
married  males. 

Disaggregation  is  now  more  important  than  ever 
before  because  this  data  is  constantly  being  put  to  new 
uses.  The  President's  urban  policy  emphasizes  the 
importance  of  employment  and  economic  development  as 
crucial    to    the    revitalization    of    America's  cities. 

Indeed,  scholars  have  repeatedly  agreed  that 
unemployment  in  cities  is  the  single,  more  important 
cause  for  the  fiscal  strain  that  many  are  experiencing. 
Our  ability  to  correct  this  problem  is,  I  think,  con- 
tingent upon  our  understanding  of  it  and  our  recogni- 
tion of  its  magnitude  and  dimensions. 

Thus,  we  need  to  know  much  more  about  unemploy- 
ment, where  it  is  and  who  it  affects,  if  we  are  to  be 
successful  in  dealing  with  it. 

To  deal  effectively  with  unemployment  it  is  also 
necessary  to  know  about  employment  opportunities.  We 
need  employment  data  for  local  economies  that  tell  us 
something  about  the  skills  needed,  the  industries  in 
the  areas,  the  location  of  the  major  employers,  and  the 
wage  structures  of  those  employers. 
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We  need  this  data  on  a  basis  that  is  meaningful 
not  only  for  executive  federal  programs,  but  for 
choosing  between  expanding  appropriate  sectors  of  the 
local  economy  to  absorb  surplus  labor,  or  teaching 
appropriate  skills  to  the  surplus  labor  force  so  they 
can  be  absorbed  by  the  existing  economy. 

We  also  need  to  know  more  about  the  characteris- 
tics of  the  unemployed,  where  they  live,  what  the 
education  and  skill  levels  are.  To  plan  and  encourage 
economic  development  in  local  economies,  cities  need 
better  data  about  those  economies.  Employment  and 
unemployment  data  are  two  critical  pieces. 

In  the  recent  past,  as  economic  problems  have  been 
identified,  the  national  programs  that  have  been 
designed  to  solve  them  have  been  increasingly  carried 
out  by  local  units  of  government.  One  of  the  reasons 
underlying  the  use  of  local  government  is  that  such 
government  is  both  more  understanding  of  the  particular 
and  unique  characteristics  of  the  problem  and  better 
able  to  respond  to  those  unique  characteristics. 

If  these  units  of  government  are  to  be  effective 
program  delivery  agents,  they  need  better  information 
on  the  character  and  dimensions  of  the  problems  in 
their  particular  jurisdictions.  Only  then  can  they 
plan  specific  approaches  to  solving  those  problems  and 
evaluate    the   success   of  their  efforts   and  solutions. 

As  we  have  begun  to  define  problems  quantitative- 
ly, we  also  have  begun  to  assign  resources  in  propor- 
tion to  the  magnitude  of  these  problems.  This  is  a 
rational  process. 

However,  the  results  of  this  process  currently 
defy  rationality  because  the  theory  has  become  tainted 
by  reality.  In  reality,  we  cannot  measure  the  magni- 
tude of  local  problems.  Data  available  nationally  is 
not  available  locally  and  the  methods  to  divide 
national  data  down  to  local  areas  is  costly,  complex 
and  uncertain. 

Currently,  most  data  for  employment  are  collected 
indirectly,  through  the  use  of  administrative  sources. 
I  suggest  that  a  major  question  for  this  Commission  is: 
At  what  point  does  the  need  for  data  become  so  acute 
that  it  should  be  collected  directly? 
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That  use  of  administrative  sources  is  fraught  with 
problems  because  the  collection  of  data  is  the 
secondary  purpose  for  a  report.  No  amount  of  manipu- 
lating poor  data  will  make  it  good  data.  Often  data 
are  improperly  filled  out  on  a  report  because  it  is  not 
critical  to  the  operation  of  the  program  for  which  the 
report  was  designed.  A  person  with  no  understanding  of 
the  data  elements  being  collected  may  have  little 
interest    in   the    report   being    filled    out  accurately. 

Admittedly,  limited  financial  resources  force  a 
tradeoff  between  choosing  primary  and  secondary  sources 
for  data.  Often  the  tradeoff  is  reducing  the  number  of 
different  data  characteristics  collected.  For  the 
record,  NLC  believes  that  having  fewer  data  charac- 
teristics but  having  them  available  at  the  city  level 
on  an  accurate,  timely  and  comparable  basis  is  a 
desirable  tradeoff. 

The  current  use  of  data  to  allocate  funds  makes 
the  stability  of  a  data  series  during  the  life  of  a 
federal  program  critical.  As  I  mentioned  earlier 
S  today,  BLS  is  implementing  a  significant  change  in  the 
methodology  which  it  uses  to  estimate  local  area 
employment  statistics.  This  change  is  causing  reallo- 
cation of  dollars  from  central  cities  to  suburbs,  and 
yet  we  question  whether  the  increased  reliance  on 
unemployment  insurance  claims  will  accurately  reflect 
conditions  in  our  central  cities. 

Many  of  these  individuals  are  ineligible  for  unem- 
ployment compensation,  having  never  been  employed  or  at 
least  employed  long  enough  to  qualify  for  such 
benefits.  Since  it  is  precisely  these  individuals  that 
are  the  target  population  for  programs  such  as  the 
Comprehensive  Employment  and  Training  Act  (CETA) ,  and 
since  CETA  funds  are  allocated  in  part  based  on  the 
number  of  unemployed,  it  is  critical  that  our  data  tell 
us  accurately  precisely  where  the  preponderance  of  such 
individuals  are  located. 

This,  in  our  opinion,  cannot  be  accomplished  under 
the  new  BLS  methodology  as  we  understand  it. 

The  change  in  the  data  reported,  under  the  new  BLS 
procedure,  is  the  result  of  a  change  in  collection  pro- 
cedures, not  a  shift  in  employment  or  unemployment. 
The  purpose  of  this  change,  as  always,  is  a  good  one, 
greater  accuracy. 
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However,  implementation  of  this  change  has  been 
insensitive  to  the  disruption  caused  by  reallocating 
funds.  I  hope  that  we  can  look  to  the  Commission  to 
increase  the  sensitivity  of  federal  statistical  agen- 
cies to  the  use  to  which  their  data  is  put. 

When  changes  to  improve  the  collection  of  federal 
data  are  appropriate,  the  timing  of  such  changes  simply 
just  reflect  the  use  of  that  data,  particularly  when  it 
affects  the  distribution  of  major  federal  resources  to 
local  government. 

Two  other  points  concerning  the  operation  of  the 
Bureau  of  Labor  Statistics  are  worth  noting.  It  has 
been  the  National  League  of  Cities'  experience  that  BLS 
is  a  rather  uncooperative  agency  when  it  comes  to 
assisting  local  governments  in  getting  the  data  they 
need. 

A  case  in  point  is  a  study  we  conducted  on  the 
burden  of  preparing  round  one  of  local  public  works 
applications.  It  was  only  through  a  personal  contact, 
not  organizational,  that  we  managed  to  obtain  the 
necessary  unemployment  data  to  perform  our  analyses. 
The  work  we  were  conducting  was  a  study  for  a  federal 
agency  and  it  served  a  clearcut,  public  purpose. 

Yet,  the  parochial  attitudes  within  the  agency  saw 
the  effort  as  unrelated  to  their  main  mission.  Conse- 
quently, agency  personnel  did  not  respond  in  a  timely 
or  sensitive  manner. 

It  is  commonly  the  case  that  BLS  and  other  federal 
agencies  have  great  amounts  of  raw  data  which  could  be 
creatively  analyzed  if  it  were  more  readily  available. 
In  fact,  the  analysis  might  most  expeditiously  be  con- 
ducted within  BLS  itself. 

However,  BLS  has  never  shown  an  interest  in  using 
their  analytic  capability  to  respond  to  requests  from 
local  governments  for  specific  analyses.  It  is  unfor- 
tunate that  those  most  familiar  with  the  large  data 
series  which  they  have  and  understand  could  not  be  more 
sensitive  to  maximizing  the  use  of  that  data. 

In  closing,  I  would  like  to  make  several  addi- 
tional recommendations  which  I  would  encourage  the 
Commission  to  consider. 

First,  whenever  changes  in  the  technique  of  col- 
lection  are   proposed,    a   number   of   formal  procedures 
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should  occur.  First,  all  federal  agencies  should  run 
parallel  series  under  existing  and  proposed  methodolo- 
gies. These  parallel  series  would  allow  local  users  to 
evaluate  the  effects  the  changes  will  have. 

Second,  we  recommend  a  system  of  consultation 
between  the  agency  and  the  user  so  that  the  full  impli- 
cations of  proposals  can  be  ascertained.  Officials  of 
state  and  local  governments  must  be  able  to  anticipate 
effects,   such  as  reduced  funding  and  plan  accordingly. 

Clearly,  if  we  have  lived  without  accuracy  for 
years,  we  can  live  with  it  for  six  months  and  such  a 
procedure  can  be  accommodated. 

Third,  a  review  board  for  all  federal  statistics, 
including  employment  and  unemployment  statistics, 
should  be  established.  It  should  have  responsibility 
to  evaluate  whether  new  methods  of  collections  really 
do  improve  accuracy  and  to  resolve  disputes  about  the 
importance  of  each  issue  raised  by  interested  parties. 

Such  a  function  is  contemplated  in  the  Federal 
Statistical  Activities  Control  Act,  and  it  seems  to  be 
one  to  which  the  Commission  should  be  sensitive.  A 
typical  problem  it  might  address  would  be  coordinating 
the  reporting  bases  for  different  types  of  federal 
data.  Each  agency  in  the  federal  government  tends  to 
report  its  statistics  on  a  basis  or  level  of  disaggre- 
gation relevant  for  their  purposes  regardless  of 
whether  it  is  relevant  to  other  agencies  or  other  uses. 

Therefore,  limited  cross-analysis  of  data  can  take 
place.  Instead,  outdated  census  information  is  often 
the  major  source  for  many  kinds  of  data.  The  situation 
may  be  improved  by  the  quinquennial  census;  however, 
this  is  not  a  solution  to  the  problem. 

I  would  like  to  conclude  with  an  additional  remark 
concerning  the  major  concerns  we  have  with  the  current 
BLS  modification  of  employment  and  unemployment  statis- 
tics estimating  procedures.  At  no  point  have  we  been 
able  to  get  a  satisfactory  response  from  BLS  concerning 
the  objections  we  have  raised. 

It  is  this  lack  of  response  by  the  agency  that  is 
most  frustrating.  It  is  not  that  the  National  League 
of  Cities  objects  to  improvements  in  collection 
systems;  we  emphatically  support  such  changes. 
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However,  we  believe  that  changes  can  be  less  dis- 
ruptive. The  most  exasperating  aspect  of  this  current 
dialogue  or  monologue,  if  you  will,  is  that  BLS  has  not 
produced  anything  that  would  allow  governments  to 
anticipate  the  effects  of  these  changes  on  the  funding 
they  will  receive  under  CETA  and/or  ARFA.  And,  yet, 
some  cities  have  seen  their  allocations  cut  by  more 
than  50  percent. 

A  strong  argument  can  be  made  that  BLS  has  opted 
for  uniformity  of  procedure  at  the  expense  of  higher 
levels  of  accuracy  in  the  major  population  centers  of 
this  country.  This  is  not  a  decision  for  statisticians 
to  make.  It  is  essentially  a  political  decision.  My 
final  reconunendation  is  that  the  Commission  recognize 
this  distinction  throughout  its  work. 

Thank  you  for  this  opportunity  to  present  NLC's 
views  and  I  now  stand  ready  to  answer  any  questions 
which  you  may  have  concerning  the  opinions  of  the 
National  League  of  Cities  relevant  to  employment  and 
unemployment  statistics  collection  and  usage. 

I  thank  you  all  for  this  opportunity  to  present 
our  views. 

CHAIRMAN  LEVITAN:  Thank  you  for  a  very  succinct 
statement.    Ms.  Wills. 

MS.  WILLS:  You  suggested  the  review  board.  We 
have  had  some  testimony  that  has  suggested  the  need  for 
a  central  federal  statistical  agency  or  a  division  or 
bureau.  I  assume  you  are  familiar  with  those  old 
arguments.  Why  did  you  recommend  a  review  board  as 
opposed  to  a  central  federal  agency? 

MR.  REALS:  We  thought  that  that  was  a  more  prac- 
tical interim  step. 

MS.  WILLS:  Have  you  any  particular  preference  as 
to  where  you  would  like  to  see  it  housed? 

MR.  REALS:  No.  In  our  testimony  to  the  House 
committee,  we  did  not  suggest  a  location  for  it. 
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MS.   WILLS:     I   have   two  questions.     You  noted  at 
.  least   two  or  three  times  that  you  had  some  objections 
to  the  new  BLS  methodology.     It  is  not  clear  to  me  what 
those  objections  were,  just  given  the  current--previous 
testimony. 

MR.  BEALS:  The  problems  we  have  concern  the  in- 
ability of  BLS  to  assure  cities  that  the  new  metho- 
dology will  improve  local  unemployment  and  employment 
data.  Secondly,  the  city  officials  that  press  th^ir 
individual  case  with  BLS  have  not  received  satisfactory 
responses . 

These  problems  are  magnified  in  importance  because 
of  the  tremendous  impact  that  BLS  changes  have  had  on 
the  allocation  of  funds. 

MS.  WILLS:  Then  that  leads  to  my  final  question. 
Taking  away  the  allocations  problem,  you  mentioned 
earlier  that  more  and  accurate  data  is  very  necessary 
at  the  city  level.  We  are  not  questioning  that  at  all. 
What  popped  into  my  mind  is:  What  definition  of  "city" 
are  you  using?  Are  we  talking  about  an  SMSA  area  or 
j  some  kind  of  cutoff  population  base?  And  I  raise  that 
I  in  connection  with  the  tradeoff  fiscal   

MR.  BEALS:  No.  A  city  is  a  political  jurisdic- 
tion that  has  many  specific  responsibilities  with 
respect  to  performing  certain  functions  and  receiving 
federal  aid.    Therefore,  I  do  not  mean  SMSA. 

Because  a  city  has  so  many  functions  requiring 
employment  and  unemployment  data,  it  is  at  a  great 
handicap  when  federal  data  collection  services  do  not 
meet  those  needs.  Although  a  cost-benefit  analysis 
would  argue  for  a  specific  population  cutoff,  maybe 
25,000  or  so,  there  are  instances  when  census  tract 
level  of  information  would  be  critical.  For  example, 
Houston,  Texas  has  a  low  overall  unemployment  rate,  but 
if  we  had  data  on  a  census  tract  basis,  two  or  three 
tracts  would  show  rates  of  30-35  percent  unemployment 
among  Chicanos. 

In  those  areas  of  Houston,  the  problem  of  unem- 
ployment is  every  bit  as  significant  as  in  Hartford. 
And  when  one  considers  the  allocation  of  billions  of 
dollars  of  federal  aid,  we  are  not  doing  as  good  a  job 
of  getting  at  need  as  we  should. 
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MS.  WILLS:  If  we  were  going  to  make  a  recommen- 
dation and  anybody  would  listen  to  us  in  terms  of 
increasing  the  federal  budget  expenditures  on  the 
collection  of  data,  where  would  your  priorities  be  from 
the  League's  perspective? 

MR.  BEALS:  Well,  we  would  opt  for  higher  expendi- 
tures to  have  more  precise  data  and  to  have  it  desegre- 
gated to  the  city  level. 

MS.  WILLS:  Through  the  CPS  and  expansion  of  CPS 
as  opposed  to--I  assume  you  are  talking  about  the  CPS 
because  you  talk  about  getting  direct  information,  and 
the  CPS  is  our  only  way  to  do  that  right  now — adminis- 
trative data. 

MR.  BEALS:  Well,  our  view  is--as  I  pointed  out, 
we  will  get  better  program  performance  and  better 
allocation  of  resources  by  expending  additional  appro- 
priations to  get  better  data.  This  is  our  primary 
interest.  I  think  better  public  policy  will  result  as 
well  as  greater  public  confidence  in  those  policy 
decisions . 

CHAIRMAN  LEVITAN:  Mr.  Beals,  of  course,  the  Com- 
mission is  interested  in  better  data.  In  opening  your 
statement  you  showed  great  sensitivity  to  cost.  Has 
your  staff  ever  tried  to  cost  out  what  your  proposals? 
If  it  has  not,  could  we  get  some  statement  about  what 
you  would  want  to  invest  in  that? 

MR.  BEALS:  Well,  there  were  some  reports  done  for 
the  Federal  Paperwork  Commission  last  year  which  show 
that  the  burden  on  state  and  local  governments ,  I 
believe,    was    in   the   vicinity   of    $5   billion  a  year. 

Some  estimates  have  ranged  from  $20  million  to 
$100  million  for  expansion  of  the  Current  Population 
Survey  to  include  more  urban  areas.  The  estimates  of 
costs  are  difficult,  but  they  do  not  even  approach 
1  percent  of  the  amount  of  federal  dollars  going  to 
state  and  local  governments. 
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CHAIRMAN  LEVITAN:  You  would  not  want  to  use  that 
as  a  justification — that  the  federal  government  has 
already  imposed  $5  billion — to  acquire  at  least  $2  bil- 
lion for  the  proper  cities  and  counties. 

MR.  BEALS:  My  example  was  to  give  you  some  idea 
of  the  impact  in  terms  of  filling  out  federal  reports 
and  responding  to  federal  agency  needs  for  information 
at  the  local  level.  This  is  a  tremendous  burden  on  the 
taxpayers    who    support    state    and    local  government. 

I  am  suggesting  that  the  federal  government  can 
improve  its  procedures.  They  ought  to  be  expending 
more  resources  on  improvements  which  would  be  more 
cost-effective   than   the   procedure   we   are   now  using. 

CHAIRMAN  LEVITAN:  Mr.  Beals.  We  do  not  want  a 
detailed  answer  right  now,  but  do  you  think  that  your 
staff  could  spell  out  in  some  more  detail  what  you 
folks  actually  want?  Let's  say  we  buy  it  and  then  we 
go  up  to  the  Hill.  They  have  to  write  the  bill  for 
summarizing  our  recommendations.  So  that  we  know  that 
this  is  what  the  League  of  Cities  wants  and  then  we 
have  the  support  of  a  very  important  organization,  if 
we  buy  it  or  at  least  if  we  buy  part  of  it. 

I  think  it  would  be  very  helpful  to  the  Commission 
if  we  would  get  something  along  the  line  of  what  Joan 
I  just  suggested--a  presentation  of  your  priorities  with 
another  column,  or  it  can  be  on  a  different  page,  what 
it  would  cost  for  each  one  of  the  major  priorities  that 
you  would  estimate. 

And  a  third  part  which  keeps  cropping  up  all  the 
time  in  this  hearing,  to  what  extent  would  you  want  to 
use  administrative  data  that  are  available--usually  not 
the  cities  but  the  counties  or  the  states--local  data 
in  talking  about  needs  or  unemployment  insurance  data 
or  other  administrative  data  that  might  be  substituted 
for  the  present  data. 

Also,  connected  with  that,  what  kind  of  matching 
would  you  suggest  could  be  used  instead  of  conducting 
additional  data  that  would  be  both  less  costly  and  also 
more  helpful  to  the   cities   and  to  your  constituents? 
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MR.  BEALS:  We  would  be  pleased  to  take  a  crack  at 
that.     (See  Appendix  A.) 

CHAIRMAN  LEVITAN:     Thank  you  very  much. 
Mr.  Popkin. 

MR.  POPKIN:  On  exactly  that  same  line,  I  think  it 
is  imperative--at  every  meeting  we  have,  I  am  becoming 
more  and  more  aware  of  the  fact  that  economic  reali- 
ties, theoretical  realities,  costs  of  collection  reali- 
ties, tell  us  that  you  cannot  do  things  by  survey  for 
small  areas,  and  yet  we  know  that  once  it  was  6,000 
areas;  now,  it  is  10,000  areas.  God  knows,  you  know, 
soon  we  will  have  to  give  estimates  by  census  tract  for 
the  Chicano  neighbors  of  Houston. 

I  think  it  is  really  imperative  that  you  address 
all  the  possible  kinds  of  administrative  data  and  ways 
in  which  they  can  be  fleshed,  weighted  or  manipulated 
to  do  reasonably  well  compared  to  survey  data  because  I 
see  no  way--unless  we  also  take  survey  data  and  use 
administrative  data--to  break  it  down. 

And,  also  again,  as  I  asked  the  last  person,  if 
you  would  consider  ways  in  which  W-2  withholding  data, 
if  available  by  area,  might  also  be  of  value. 

And  there  are  two  other  things:  One,  when  you 
give  this,  I  am  really  quite  concerned  that  one  of  the 
most  important  groups  of  users  of  federal  data  and  one 
of  the  most  important  clients  of  the  federal  govern- 
ment, the  League  of  Cities,  is  having  so  much  trouble 
getting  the  data  they  would  like  from  the  Bureau  of 
Labor  Statistics.  I  would  like  to  hear  from  you  very 
specific  recommendations  on  behalf  of  the  League  of 
Cities  for  changes  in  the  organization  of  the  Bureau  of 
Labor  Statistics  or  whatever,  that  would  make  it  easier 
for  cities  and/or  the  League  to  get  the  kinds  of  output 
from  the  now-collected  data  which  would  be  of  most 
benefit,  whether  it  is  Marion  Pines  in  Baltimore  or  you 
doing  an  analysis  on  behalf  of  the  whole  League,  or 
someone  in  San  Diego  who  needs  to  know  something  about 
his  population. 

1  am  finding  out  more  and  more  that  we  often  just 
need  to  do  more  with  the  data  that  is  there,  rather 
than  needing  more  data. 
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The  last  little  point:  I  think  there  is  a  slight 
contradiction  or  tension  in  your  testimony  that  I  would 
like  you  to  address.  On  one  page  you  ask  for  a  review 
board  to  talk  about  and  review  on  an  administrative 
basis  methodology  changes. 

On  the  last  page,  you  then  point  out  correctly 
this  is  not  a  decision  for  statisticians  to  make;  it  is 
essentially  a  political  decision.  I  would  like  you  to 
comment  on  that. 

MR.  BEALS:  There  may  be  a  little  tension  there. 
I  think  I  agree  with  you  on  that  point.  The  political 
implications,  I  think,  are  what  we  are  most  concerned 
about.  Often  changes  in  methodology  occur  with  minimum 
political  consultation.  It  is  this  kind  of  consulta- 
tion which  can  bring  alternative  viewpoints  to  the 
table  and  avoid  the  agency's  putting  local  officials 
into  difficult  political  situations. 

MR.  POPKIN:  Did  you  have  any  advance  notice  or 
any  chance  to  make  any  impact  at  all? 

MR.  BEALS:  We  had  notice  that  BLS  was  studying 
options  and  wanted  to  make  changes  to  reduce  the  number 
of  "revisions"  it  issued  and  to  generally  improve  its 
data,  but  we  did  not  get  notice  that  January  1,  1978 
was  D-Day. 

I  think  we  all  can  acknowledge  that  the  federal 
consultation  process  can  be  improved.  The  A-85  process 
was  intended  to  provide  state  and  local  governments 
some  advance  warning  of  future  changes  in  regulations 
and  procedures.  However,  it  has  been  an  uneven  process. 

It  has  now  been  pretty  well  scuttled  by  this 
administration  so  that  the  state  and  local  governments 
are  pretty  much  left  to  their  own  devices  to  try  to 
maintain  some  dialogue  with  an  agency.  In  part,  the 
agency  has  the  initiative  in  terms  of  promulgating 
things  and  we  are  constantly  playing  "catch  up." 

There  is  no  adequate  machinery  for  a  constructive, 
ongoing  consultation  process  to  occur.  A  letter  in 
February  1977  from  the  President  to  all  agencies  estab- 
lishing new  procedures  is  not  an  adequate  piece  of 
machinery  and  an  ongoing  basis  for  carrying  out  that 
consultation  process. 
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CHAIRMAN  LEVITAN:  Mr.  Moskow,  do  you  care  to 
defend  your  department,  or  would  you  blame  it  on  the 
new  fellow? 

MR.  MOSKOW:     I  won't  touch  that  one. 

But  I  was  concerned  about  your  comments  about  the 
Bureau  because  I  have  always  thought  of  it  as  a  very 
professional  organization  that  conducted  its  business 
in  a  very  effective  manner.  Have  you  made  known  your 
concerns  to  the  Secretary  of  Labor? 

MR.  BEALS:  Yes. 

MR.  MOSKOW:     Okay,   I  will  not  go  any  further  than 

that. 

Alan,  could  you  elaborate  on  the  composition  of 
this  review  board?  Would  it  be  statisticians  or  would 
it  be  nonstatisticians? 

MR.  BEALS:  We  would  like  to  have  a  review  board 
that  had  users,  collectors,  preparers  and  statisticians 
The  mix  of  how  many  of  each  is  not  critical  if  the 
board  had  a  specific  charge  of  balancing  the  viewpoints 
represented  by  its  membership.  Such  a  panel  would  con- 
sider many  nontechnical  questions,  e.g.,  the  timing  of 
a  change,  being  sure  the  change  will  produce  the 
desired  results,  as  well  as  technical  questions. 

MR.  MOSKOW:  Let  me  ask  you  a  question  on  some- 
thing else.  We  had  some  very  interesting  testimony 
yesterday  from  Professor  Motley  from  Kentucky  who  made 
a  very  strong  argument  for  basing  the  distribution  of 
funds  for  various  revenue-sharing  programs  on  income 
and  not  on  unemployment,  relative  income  in  different 
localities  throughout  the  country  or  states,  whatever 
the  unit  would  be. 

1  was  wondering  if  the  League  had  discussed  this 
or  had  any  position  on  it,  or  if  you  personally  had  any 
thoughts  on  this  type  of  a  criterion  for  allocating 
funds? 
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MR.  BEALS:     As  sole  criterion? 

MR.  MOSKOW:  Well,  he  discussed  it  both  as  a  sole 
criterion  or  as  a  major  part  of  a  formula  that  would 
include  other  things . 

MR.  BEALS:  I  think  that  we  have  had  some  experi- 
ence  with  that  as  one  element  in  a  formula,  and  I  think 
it  is  valid  and  can  be  quite  useful.  1  guess  I  would 
1  have  to  know  more  about  what  he  was  thinking  of  in 
order  to  comment  more  fully.  But  I  think  that  there  is 
some  merit  to  income  as  a  component  in  a  grant  aid  pro- 
gram to  state  and  local  governements . 

MR.  MOSKOW:  You  might  want  to  get  a  copy  of  his 
testimony.     It  is  very  interesting. 

MR.  BEALS:    Thank  you,  1  will  do  that. 

CHAIRMAN  LEVITAN:    Mr.  Anderson. 

MR.  ANDERSON:  Mr.  Beals,  on  page  eight  of  your 
statement  you  allude  to  the  difficulties  with  the 
Bureau  of  Labor  Statistics.  I  just  wonder  whether  the 
Bureau's  reluctance  to  provide  the  information  you 
requested  is  just  an  example  of  mean  spiritedness  or 
whether  it  is  a  reflection  of  their  concern  about  the 
reliability  of  the  data  on  local  areas? 

You    indicate    here    that    the    Bureau    has  great 

i  amounts  of  raw  data  which  could  be  creatively  analyzed 
if  it  were  more  readily  available.  In  your  response  to 
the  Chairman's  homework  assignment,  I  would  hope  that 
you  would  be  very  specific  about  the  kind  of  raw  data 
which  you  have  in  mind  here.    What  specific  raw  data  do 

I  you  think  the  Bureau  now  has  which,  if  analyzed 
creatively,  would  provide  the  kind  of  information  you 
need? 

Also,  in  looking  at  urban  unemployment  problems,  I 
have  found  it  increasingly  difficult  to  use  the  unem- 
ployment rate  alone.  There  is  a  concept  that  is  now 
being  used  increasingly,  the  employment-population 
ratio.  I  wonder  if  you  would  comment  on  the  use  of 
employment-population    ratios    as    a    way   of   getting  a 
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handle  on  what  is  happening  in  cities  with  respect  to 
the  utilization  of  their  work  force  as  compared  with 
looking    at    the    unemployment    rate    in    those  cities? 

You  did  not  mention  that  in  your  paper.  I  am  sure 
that  some  of  the  city  planning  agencies,  perhaps,  are 
looking  at  that.     Would  you  want   to  comment  on  that? 

MR.  BEALS:  Well,  perhaps  we  can  follow  up  with 
that  as  part  of  our  other  assignment.  I  think  I  would 
prefer  to  do  that,  thank  you.     (See  Appendix  A.) 

MS.  WILLS:     Can  I  add  to  the  assignment? 

CHAIRMAN   LEVITAN:     Are   you  a   college  professor? 

MS.  WILLS:  I  am  surrounded  by  all  those  profes- 
sors . 

First  of  all,  I  would  suggest  that  it  might  be 
valuable  for  you  to  also  get  a  copy  of  Edwin  Coleman's 
testimony  of  yesterday  from  the  Bureau  of  Economic 
Analysis,  and  I  think  we  should  make  sure  that  we  make 
that  available  to  you. 

I  forgot  to  ask  my  normal  question.  There  has 
been  a  lot  of  talk--and  Bernie  just  alluded  to  it — 
about  just  using  unemployment  statistics  as  a  major-- 
other  people  are  throwing  out  the  utilization  of  income 
— we  obviously  use  all  those  right  now.  The  concept  of 
a  hardship  index,  based  on  individual  hardship,  has 
also  been  discussed  as  a  method  of  targeting  monies  to 
individuals.  Now,  I  am  not  talking  about  the  formula 
issue  now  at  all. 

It  would  be  very  helpful  to  me,  and  I  am  sure  to 
the  whole  Commission,  if  you  could  do  some  thinking  on 
this.  There  has  obviously  been  material  written  on 
this  by  Sar  Levitan,  so  it  is  readily  available.  We 
would  like  very  much  for  you  to  do  some  thinking  about 
that  because  it  is  going  to  be  a  critical  issue  for 
this  Commission. 

MR.  BEALS:  Okay.  We  will  be  pleased  to  do  that 
also.     (See  Appendix  A.) 
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CHAIRMAN  LEVITAN:  Thank  you  very  much,  Mr.  Beals. 
MR.  BEALS:    Thank  you  very  much. 

CHAIRMAN  LEVITAN:  And  I  hope  we  will  hear  from 
you  again  soon. 

MR.  BEALS:  Yes,  indeed.  We  appreciate  the  oppor- 
tunity to  be  before  you. 

CHAIRMAN  LEVITAN:  I  think  we  will  take  a 
10-minute  break. 

(Whereupon,  a  brief  recess  was  taken.) 

CHAIRMAN  LEVITAN:  We  now  turn  back  to  national 
data.  As  our  first  testifier  or  witness--whichever  one 
we  call  it — we  have  not  only  a  national  authority  on 
employment  and  unemployment  statistics,  but  also  a 
former  commissioner  of  the  Bureau  of  Labor  Statistics. 
Since  Mr.  Moskow  very  courageously  refused  to  defend 
his  old  department,  maybe  you  will  want  to  do  so,  or 
you  may  proceed  in  whichever  way  you  want  to, 
Dr.  Moore.  We  are  delighted  to  have  you. 

STATEMENT  OF  GEOFFREY  MOORE, 
NATIONAL    BUREAU    OF    ECONOMIC  RESEARCH 

DR.  MOORE:  The  information  on  employment  and 
unemployment  that  is  provided  monthly  by  the  Bureau  of 
Labor  Statistics  is  vastly  improved  over  what  it  was  10 
or  20  years  ago  and  standards  of  accuracy  and  objec- 
tivity have  been  strictly  maintained. 

At  the  same  time,  the  public  interest  in  these 
numbers  has  expanded  enormously.  Revisions  of  the 
seasonal  adjustment  of  the  unemployment  figures  attract 
front  page  attention.  Discrepancies  between  estimates 
of  unemployment  derived  by  one  method  as  compared  with 
another  create  political  and  legal  controversies 
because  the  allocation  of  millions  of  dollars  of  public 
funds  rides  on  the  difference. 

This  situation  has  various  implications,  including 
the  need  to  devote  more   resources   to  the  problem.  I 
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shall  concentrate  my  remarks,  however,  on  some  improve- 
ments in  the  presentation  and  analysis  of  the  informa- 
tion presently  available.  Such  improvements  have  the 
advantage,  so  important  in  these  days  of  budget 
deficits,  of  costing  relatively  little,  yet  neverthe- 
less yielding  benefits  in  better  understanding  of  the 
data  by  private  and  public  decisionmakers. 

My  suggestions  can  be  summarized  under  six 
headings : 

First,  employment  and  unemployment  rates:  The 
Bureau  of  Labor  Statistics  should  publish  and  emphasize 
in  its  press  releases  and  articles  the  percentage  of 
the  working  age  population  that  is  employed,  the  per- 
centage unemployed,  the  percentage  in  the  armed  forces, 
and  the  percentage  not  in  the  labor  force. 

These  figures,  adding  to  100  percent,  should  be 
shown  not  only  for  the  total  working  age  population, 
but  also  for  each  major  age,  sex,  and  racial  group  and 
for  various  geographic  areas. 

Table  1  illustrates  one  use  of  these  percentages, 
to  compare  different  recovery  periods.  Looking  at  the 
unemployment  percentages  alone,  the  current  recovery 
shows  the  greatest  slack.  But  the  employment  percent- 
ages show  that  the  population  is  more  fully  employed 
than  in  any  previous  recovery,  a  very  different  picture 
indeed. 

The  higher  unemployment  percentage  in  this 
recovery  is  not  the  result  of  a  lower  proportion 
employed,  but  mainly  reflects  a  reduction  in  the 
proportion  outside  the  labor  force.  The  unemployment 
rate  as  ordinarily  computed  does  not  reveal  this,  since 
it  takes  into  account  only  those  who  are  already  in  the 
labor  force.  Many  of  those  who  are  not  presently 
counted  in  the  labor  force  constitute  a  secondary  labor 
reserve  that  may  be  available  for  work  as  their  own 
personal  situation  changes  or  as  conditions  in  the 
labor  market  change. 

The  percentage  distributions  illustrated  in  Table 
1  provide  a  simple  way  to  show  the  changing  size  of 
this  group  compared  with  those  employed,  unemployed  or 
in  the  armed  forces. 

Second,  an  Employment  Conditions  Digest:  a  new 
report.     During  the  past  17  years  the  Commerce  Depart- 


199 


ment's  monthly  publication,  Business  Conditions  Digest 
(BCD) ,  has  become  one  of  the  most  widely  used  reports 
among  those  who  follow  current  economic  conditions.  It 
focuses  upon  leading,  coincident  and  lagging  indi- 
cators, using  a  business  cycle  chronology  and  extensive 
charts  to  put  their  current  behavior  into  historical 
perspective . 

Although  employment  and  unemployment  data  are 
included,  there  is  a  need  for  a  more  extensive  treat- 
ment of  the  labor  market  data,  which  the  Bureau  of 
Labor  Statistics  should  publish  in  a  separate  report 
that  might  be  given  a  similar  title.  Employment  Condi- 
tions Digest  (ECD). 

Many  of  the  features  used  in  BCD  could  be  adopted 
in  ECD,  including  charts  covering  a  25-year  span,  busi- 
ness cycle  shading,  classification  of  employment  indi- 
cators by  whether  they  lead,  coincide  with,  or  lag  at 
business  cycle  turns,  diffusion  indexes,  recession  or 
recovery  comparisons,  and  international  comparisons  of 
employment  conditions. 

Although  the  preparation  of  such  a  report  would 
require  additional  resources,  there  would  be  some  off- 
setting savings  by  reducing  or  eliminating  existing 
publications    that    contain   some    of   this  information. 

Third,  leading,  coincident  and  lagging  labor 
market  indicators:  To  aid  in  the  analysis  of  labor 
market  conditions  the  Bureau  of  Labor  Statistics  should 
develop  the  rationale  underlying  the  systematic  dif- 
ferences in  the  cyclical  timing  of  employment  and 
unemployment  data,  make  the  statistical  evidence  on 
these  differences  conveniently  available  and  employ  the 
results  in  current  releases  and  other  publications, 
including   the   proposed   Employment    Conditions  Digest. 

Much  of  this  work  has  already  been  done,  either  at 
the  BLS,  the  National  Bureau  of  Economic  Research,  or 
elsewhere,  but  the  results  are  scattered,  not  up-to- 
date,  less  than  fully  comprehensive  and  hence  are  not 
as  available  for  use  as  they  might  be. 

Knowledge  about  why  and  in  what  circumstances  the 
average  workweek  leads  employment  or  why  the  unemploy- 
ment rate  is  a  good  leading  indicator  of  recession  but 
not  of  recovery  is  useful  in  interpreting  the  movements 
of  these  indicators  and  in  anticipating  what  is  likely 
to  happen  next. 
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Fourth,  recession  and  recovery  patterns:  To  aid 
in  appraising  the  state  of  the  economy,  the  Bureau  of 
Labor  Statistics  should  publish  comparisons  of  current 
changes  in  employment  and  unemployment  with  corres- 
ponding changes  during  earlier  periods  of  recession  or 
recovery,  as  the  case  may  be.  A  comparative  picture  of 
the  relative  strength  or  weakness  of  a  recovery  or  of 
the  severity  or  mildness  of  recession  as  it  develops 
and  of  any  unusual  features  in  the  current  situation  is 
readily  obtained  by  this  device. 

The  record  of  what  typically  happens  during 
periods  of  economic  recovery  from  recessions  is  not 
widely  known.  There  is  often  a  long  lag  in  public 
recognition  even  of  the  fact  that  a  recovery  is  taking 
place . 

How  far  along  it  is  at  any  point,  what  has 
happened  in  the  later  stages  of  previous  recoveries, 
especially  the  development  that  has  operated  to  bring 
them  to  an  end,  and  what  factors  appear  to  be  espe- 
cially strong  or  weak  in  the  light  of  past  experience 
are  matters  on  which  greater  public  enlightenment  would 
be  desirable. 

The  same  can  be  said  of  recessions  and  the  same 
comparative  device  can  be  used  during  recessions.  For 
example,  it  is  not  widely  known  that  the  1974-75  reces- 
sion, which  was  the  worst  since  the  1930s  in  terms  of 
loss  of  output,  was  not  the  worst  in  terms  of  loss  of 
jobs. 

Fifth,  further  development  of  existing  data: 
Among  the  types  of  data  now  presently  available  that 
are  not,  in  my  view,  sufficiently  exploited  are  the 
following: 

Reconciliation  of  household  versus  payroll  survey 
data:  Although  both  these  surveys  provide  data  on  non- 
farm  employment,  there  are  conceptual  differences 
between  them  that  make  comparison  difficult.  A  recon- 
ciliation table,  published  monthly,  would  make  this 
easier  for  most  users,  would  improve  public  under- 
standing of  why  the  differences  exist,  and  throw  some 
light  on  the  reliability  of  both  surveys. 

Industry  employment  from  the  household  survey: 
Although  seasonally  adjusted  data  on  unemployment  by 
industry  of  last  job  are  reported  monthly,  the  corres- 
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ponding  employment  data  are  not  published.  Hence,  one 
cannot  readily  determine  what  industries  are  contribut- 
ing most  to  a  given  reported  rise  or  decline  in  total 
employment.  The  employment  figures  would  also  help  to 
pinpoint  the  differences  between  the  household  and 
payroll  survey  data,  since  the  latter  are  reported  by 
industry. 

Employee  hours:  The  household  survey  provides  the 
most  comprehensive  current  statistics  on  employment, 
since,  unlike  the  payroll  survey,  it  includes  the  self- 
employed,  unpaid  family  workers,  and  those  employed  in 
agriculture.  The  household  survey  also  collects  data 
on  hours  worked  per  week,  but  no  estimate  is  made  from 
this  survey  of  the  total  hours  worked  for  all  persons 
employed. 

This  would  be  the  most  comprehensive  measure  of 
total  labor  input,  and  it  would  automatically  take 
account  of  the  fact  that  many  persons  work  only  part- 
time.  It  would  also  help  to  reconcile  the  payroll  and 
household  employment  figures  because  one  of  the  chief 
differences  between  them  is  that  multiple  jobholders 
appear  on  more  than  one  payroll,  but  are  counted  only 
once  in  the  household  survey.  Since  there  is  an  off- 
setting difference  in  the  reported  average  workweek, 
total  manhours  from  the  payroll  survey  should  equal 
manhours  from  the  household  survey,  apart  from  the  dif- 
ferences in  coverage. 

Job  vacancies:  No  comprehensive  national  statis- 
tics on  job  vacancies  exist,  despite  their  obvious 
importance  in  appraising  the  demand  for  labor  and  the 
effectiveness  with  which  it  is  being  met.  This  is  one 
of  the  major  deficiencies  in  our  labor  market  statis- 
tics, and  a  serious  effort  should  be  made  to  overcome 
it. 

In  the  meantime,  one  of  the  current  sources  of 
information,  the  data  on  help-wanted  advertising  com- 
piled by  the  Conference  Board,  should  be  exploited 
further.  Besides  a  national  index,  indexes  are 
obtained  for  51  cities  and  they  show  plainly  where  the 
demand  for  labor  is  increasing  rapidly,  remaining 
stable,  or  declining. 

Information  of  this  sort,  widely  publicized,  in 
areas  of  high  unemployment,  could  help  to  draw  people 
to  where  the  jobs  are  and  away  from  where  they  are  not. 
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Sixth,  a  continuing  audit  of  employment  statistics: 
A  continuing  audit  of  employment  statistics,  conducted 
by  an  authoritative  agency  or  group  such  as  the 
National  Research  Council,  should  be  established  to 
follow  up  the  recommendations  of  the  present  National 
Commission  on  Employment  and  Unemployment  Statistics 
and  to  advise  on  the  needs  for  new  data  and  on  problems 
concerning  existing  data  as  they  emerge  in  the  years 
ahead. 

Continuity  in  such  an  auditing  process  is  needed 
to  insure  timeliness,  and  to  secure  attention  to  the 
little  problems  or  new  ideas  that  can  be  quickly  taken 
care  of  as  well  as  to  the  bigger  ones  that  take  longer. 
Such  an  audit  should  strengthen  confidence  in  the 
employment  and  unemployment  statistics,  since  there 
would  be  an  independent  body  to  which  questions  about 
the  data  could  be  put,  and  which  would  publish  reports 
on  the  results  of  its  inquiries. 

CHAIRMAN  LEVITAN:     Thank  you,  sir. 

Mr.  Anderson,  as  a  former  employee  of  BLS,  is 
there  anything  you  want  to  do  now  that  you  haven't  done 
before? 

MR.  ANDERSON:  Well,  I  am  very  pleased  to  see 
Geoffrey  Moore  here  and  I  want  to  commend  you  for  a 
very  fine  paper  and  also  the  larger  paper  from  which 
this  statement  is  drawn.  I  think  you  are  the  first 
witness  who  has  come  before  this  Coimnission  who  has 
something  specific  to  say  about  job  vacancies  and  I 
want  to  press  you  on  that  a  bit. 

The  BLS  used  to  make  data  available  on  manufac- 
turing job  vacancies,  but  that  was  discontinued.  I 
think  one  of  the  reasons  it  was  discontinued  was  that 
there  were  some  problems  with  what  that  really  meant 
and  the  difficulty  in  collecting  the  data. 

I  have  three  very  specific  questions.  First  of 
all,  how  would  you  define  a  job  vacancy?  The  implica- 
tion in  the  table  on  page  six,  of  course,  is  that  the 
help-wanted  ads  indicate  the  number  of  jobs  that  are 
vacant,  but  certainly  at  the  local  level  we  know  that 
help-wanted  lines  in  the  newspaper  really  do  not 
reflect  job  vacancies  in  a  realistic  sense. 
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So,  how  would  you  define  job  vacancies  from  the 
standpoint  of  collecting  meaningful  market  information 
that  could  be  used  for  employment  purposes?  Secondly, 
how  frequently  should  that  information  be  collected? 
And,  thirdly,  what  should  be  the  source  of  that  infor- 
mation so  that  you  could  have  it  across  a  wide  range  of 
industries,  not  just  for  manufacturing,  but  for  the 
work  force  at  large? 

DR.  MOORE:  Well,  I  was  familiar,  of  course,  with 
that  earlier  survey  that  the  BLS  made.  I  think  it  was 
during  my  administration  that  the  data  first  began  to 
be  published  and  we  continued  it,  and  it  was  my  succes- 
sor  who    discontinued   the    survey,   much  to  my  sorrow. 

CHAIRMAN    LEVITAN:      Would   you    care    to  speculate 

why? 

DR.  MOORE:  Well,  as  I  understand  it,  it  was  dis- 
continued partly  because  of  the  funding  problem.  The 
funds  came  from  what  used  to  be  called  the  Manpower 
Administration,  and  they  had  a  particular  purpose  in 
mind,  of  course,  in  generating  these  data.  And  that,  I 
think,  was  always  something  of  a  problem  for  BLS,  who 
had  a  statistical  motivation  in  mind,  as  compared  with 
actually  locating  jobs  in  which  to  place  people. 

Naturally,  the  basic  purpose  of  having  the  data 
was  to  help  the  workings  of  the  job  market.  But  there 
was  always  a  difficulty  of  maintaining  a  statistically 
valid    type    survey    and    still    serving    that  purpose. 

It  is  almost  as  though,  when  we  interview  the 
household  and  find  out  who  in  the  household  was  unem- 
ployed, the  same  interviewer  tried  to  find  a  job  in 
which  to  place  that  individual.  That  is  not,  of  course, 
done  and  I  think  it  would  raise  very  considerable 
difficulties  with  the  validity  of  the  household  data  if 
it  were  done.  The  same  type  of  problem  came  up  in 
connection  with  job  vacancies. 

On  the  matter  of  definition,  I  really  did  not  have 
any  problem,  as  far  as  I  can  recollect,  with  the 
definition  of  job  vacancies  that  was  being  used  when 
the  survey  was  being  taken.  It  had  its  analogue  in  the 
survey  with  respect   to  unemployment.     Some  action  had 
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to  be  taken  by  the  employer  with  respect  to  filling  a 
vacancy  before  it  would  be  counted.  I  do  not  remember 
the  details  of  it,  but  that  was  the  principle,  just  as 
some  action  has  to  be  taken  by  the  person  who  is 
classified  as  unemployed. 

In  general,  I  would  try  to  make  the  definition  of 
vacancy  as  closely  analogous  as  I  could  to  the  person 
who  is  seeking  a  job.  As  to  frequency,  unless  the 
survey  is  done  monthly,  I  think  it  will  lose  very  con- 
siderable value.  Quarterly  surveys  might  be  a  possi- 
bility,   but   monthly   would,    I   think,   be  preferable. 

CHAIRMAN  LEVITAN:  Mr.  Moskow,  here  is  your  chance 
to  find  out  things  about  BLS  that  you  could  never  dis- 
cover when  you  were  Assistant  Secretary  and  Under 
Secretary. 

MR.  MOSKOW:  I  have  three  questions  and,  if  it  is 
all  right,  I  will  ask  them  one  at  a  time.  First,  a 
very  quick  one:  On  your  suggestion  to  publish  the 
percentage  distribution  of  the  population  16  and  over 
in  these  five  categories,  I  assume  your  suggestion  is 
to  do  that  on  a  regular  basis  as  part  of  the  press 
release  that  would  come  out  each  month. 

The  table  you  have  here  looks  at  these  data  tied 
into  recovery  periods.  I  assume  also  that  if  this  was 
to  come  out  on  a  monthly  basis,  it  would  not  be  tied  to 
the  recovery   

DR.  MOORE:  No. 

MR.    MOSKOW:      But    just    a    straight  percentage. 

Okay.  The  second  one  is  on  this  Employment  Con- 
ditions Digest  suggestion,  which  is  a  very  interesting 
one.  I  can  see  the  need  for  this  type  of  analytical 
publication.  If  I  were  looking  at  it  strictly  from  a 
cost  standpoint  right  off  the  top  of  my  head,  I  would 
say,  rather  than  put  out  a  new  publication,  it  would  be 
a  lot  easier  to  add  15  pages  to  the  existing  Business 
Conditions  Digest  and  just  expand  that. 

Are  there  any  serious  disadvantages  to  doing  that 
if  it  were  to  cost  a  lot  less  than  putting  out  a  new 
publication? 
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DR.  MOORE:  Well,  in  my  detailed  paper  I  make 
suggestions  with  regard  to  the  content  of  this  new 
proposed  publication  and  it  would  cover  more  than  15 
pages.  It  would  be  a  rather  comprehensive  picture  of 
the  labor  market  conditions  as  they  have  evolved  over  a 
period  of,  say,  25  years. 

So,  while  certainly  15  pages  added  to  BCD  would  be 
better  than  nothing  on  this  subject,  I  really  think  the 
subject  itself  is  worthy  of  attention  in  its  own  right, 
and  there  certainly  is  enough  of  fairly  general 
interest,  particularly  if  part  of  the  publication  were 
devoted  to  interarea  differences,  differences  among 
states,  or  perhaps  among  some  selected  cities.  So, 
there  would  certainly  be  enough  content  to  warrant  a 
separate  publication,  although,  as  you  say,  that  would 
undoubtedly  cost  more  than  adding  a  few  pages  to  BCD. 

MR.  MOSKOW:  It  would  not  necessarily  have  to  be  a 
few.     I  think  it  is  a  rather  substantial  document  now. 

DR.  MOORE:     It  is. 

MR.  MOSKOW:  It  could  be  28,  30  pages,  too,  if  it 
were  feasible.  It  just  occurred  to  me  that  people  who 
were  interested  in  these  types  of  data,  looking  at 
business  conditions,  might  find  it  more  convenient  to 
have  it  all  in  one  place  rather  than  having  to  go  to 
two  different  publications,  but  this  is  something  that 
can  be  looked  at  in  the  future. 

My  last  question  relates  to  point  six,  a  con- 
tinuing audit  of  the  employment  statistics,  which  is  a 
very  interesting  idea  and  it  is  one  that  1  would  like 
to  give  a  lot  more  thought  to  in  the  future. 

I  can  see  the  advantage  to  this  type  of  group-- 
since  it  is  structured  outside  the  government--this 
type  of  auditing  agency,  because  of  any  area  of  the 
government's  activities  this  is  the  one  that  should  be 
so  completely  nonpolitical ,  first  of  all.  All  their 
procedures  and  methodologies  should  be  completely 
above-board  and  published  so  that  the  top  statisticians 
in  the  country  can  comment  on  them,  give  advice  and 
suggestions,  and  there  sometimes  is  a  need  for  prodding 
of  any  agency  to  constantly  improve  their  performance. 
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On  the  other  hand,  historically,  groups  like  this 
that  have  been  set  up  to  audit  often  become  lobbying 
groups  for  more  of  whatever  it  is  that  agency  is  pro- 
ducing; more  social  services,  more  grants,  or  in  this 
case  xt,  could  be  for  more  statistics. 

And,  as  we  heard  before,  there  is  an  infinite 
demand  for  statistics  and  everyone  wants  more,  and  it 
is  very  rare  that  a  series  ever  gets  cut  out.  I  think 
the  vacancy  series  is  probably  the  only  one  in  the 
history  of  the  Bureau  that  has  ever  been  cut  out  and 
because  of  the  need  for  continuity  and  the  fact  that 
there  are  groups --whenever  an  agency  tries  to  cut  out  a 
series,  groups  come  out  of  the  woodwork  who  want  to 
continue  it  and  it  is  very  understandable. 

So,  I  am  just  wondering  if  you  have  thought  of  the 
potential  disadvantage  of  this  type  of  a  structure  and 
if  you  would  like  to  comment  on  it  at  all. 

DR.  MOORE:  Well,  I  do  not  know  how  to  really 
avoid  what  you  have  been  saying.  It  is  a  problem.  I 
do  think  the  auditing  agency  should  include  users  of 
data  as  well  as  experts  in  the  statistical  field  on  how 
the  data  should  be  constructed. 

There  is,  for  example,  the  Federal  Statistical 
Users  Conference  which,  in  a  sense,  is  something  of  a 
lobbying  group,  but,  nevertheless,  includes  a  wide 
variety  and  range  of  interests  in  statistical  data. 
Probably  that  group  ought  to  be  represented  in  this 
kind  of  an  auditing  process. 

I  really  do  not  have  any  other  suggestions  with 
respect  to  your  general  problem  that  such  a  group  is 
very  likely  to  generate  more  ideas  as  to  new  data  that 
are  needed  and  relatively  few  ideas  about  data  that 
should  be  dropped. 

But,  certainly,  if  its  mandate,  as  originally  set 
up,  were  to  include  both  the  one  and  the  other,  I 
should  think  if  it  were  reasonally  well  run,  it  would 
be  paying  attention  to  the  types  of  statistics  that  may 
have  become  obsolete  and  the  types  of  detail  that  are 
no  longer  widely  used. 
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CHAIRMAN  LEVITAN:     Thank  you.     Ms.  Wills? 

MS.  WILLS:  We  have  heard  primarily  from  statis- 
ticians and  economists  that  continuity  is  a  critical 
factor.  From  other  people  we  have  heard  it  is  now  time 
to  develop  new  concepts.  How  important  do  you  think 
the  issue  of  continuity  is? 

The  armed  forces  are  enumerated  separately  and 
data  on  that  group  are  published  alone.  Is  there  any 
possibility  to  include  it  in,  for  example,  a  combined 
total  and  civilian  labor  force?  Could  you  also  speak 
to  that? 

DR.  MOORE:  Well,  as  one  who  has  virtually  all  my 
professional  life  studied  data  over  very  considerable 
periods  of  time--I  even  occasionally  look  at  data  going 
back  before  19A7 — I  feel  there  is  a  great  need  for 
continuity.  I  also  feel  that  times  change  and  that  we 
need  new  data.  Somebody  with  a  good  idea,  that  we  just 
did  not  have  before,  may  come  along  and  it  ought  to  be 
implemented. 

In  general,  I  think  we  can  do  quite  well  with 
overlaps,  simply  comparing  the  new  concept  for  a  period 
of  time  with  what  we  had  before,  so  we  know  something 
about   how   to   bridge   the    gap   from  one  to  the  other. 

So,  I  would  not  hesitate  about  changing  a  concept 
just  because  it  is  different  from  what  it  used  to  be. 
If  it  is  better,  let's  adopt  it,  but  let's  also  provide 
some  continuity,  some  overlap  so  we  know  what  we  are 
doing. 

I  think  many  of  the  relatively  minor  changes  in 
concept — and  I  guess  I  would  have  to  classify  most  of 
the  changes  that  were  made  as  a  result  of  the  Gordon 
Conunittee's  work  as  having  a  relatively  minor  effect, 
say,  on  the  unemployment  rate--many  of  those  changes, 
while  possibly  justified  in  principle,  when  looked  at 
on  this  overlapping  basis  will  not  make  a  great  deal  of 
difference . 

They  will  either  raise  the  level  a  little  or  lower 
it  a  little,  but  many  things  will  go  on  pretty  much  as 
they  were  before  because  they  are  basically  moved  by 
more  important  things  than  these  changes. 
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Again,  that  is  no  argument  for  not  making  the 
changes,  but  it  does  indicate  that  there  is  a  lot  of 
continuity  in  the  economic  system  that  the  statis- 
ticians will  not  obfuscate  if  they  change  their 
definitions  in  a  relatively  minor  way. 

MR.  POPKIN:  I  will  try  and  make  this  very  brief 
because  we  are  behind.  You  suggested  asking  about 
employee  hours  on  the  CPS  survey  and  that  brings  to 
mind  again  a  concern  of  mine  that  has  come  up  several 
times  in  the  last  few  days,  that  we  are  interviewing  a 
member  of  a  dwelling  unit  every  month,  not  even  neces- 
sarily a  member  of  the  same  family  every  month. 

And  I  wonder  if  you  would  comment  on  the  desir- 
ability, perhaps,  of  two  changes  in  the  monthly  CPS: 
One,  trying  to  get  the  same  individual  each  month  and, 
two,  trying  to  stay  with  the  same  family  unit  each 
month,  not  the  same  dwelling  unit. 

What  are  the  qualitative  differences  that  might 
make  in  the  results  of  the  CPS? 

DR.  MOORE:  I  think  I  would  have  to  look  into  that 
before  giving  any  responsible  answer.  I  just  do  not 
know. 

MR.  POPKIN:  I  would  appreciate  very  much,  sir,  as 
a  former  Commissioner,  if  you  would  look  into  that. 
And,  since  you  are  not  going  to  answer  that  now,  I  can 
ask  another  question  because  it  will  not  take  a  long 
time,  Dr.  Levitan.  I  am  also  interested  in  whether  or 
not  you  think  CPS  could,  without  cutting  the  quality  of 
the  questions  now  in  the  CPS,  be  extended  to  ask  the 
kinds  of  questions  needed  for  a  hardship  survey  or 
whether  you  think  it  might  be  desirable  to  use  a 
separate  survey. 

And  I  will  be  glad  to  wait  on  an  answer  until  you 
have  had  time  to  think  about  it.  I  would  very  much 
appreciate  a  response  later  from  you  on  these  ques- 
tions . 

DR.  MOORE:  Well,  let  me  just  make  one  or  two 
remarks  on  the  hardship  survey,  since  I  have  thought 
about  it  to  some  extent  already. 
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I  believe  there  is  a  need  for  such  a  measure.  It 
could  be  used  in  a  variety  of  ways.  But  I  also  think 
it  is  important  to  separate  both  the  collection  of  it 
and  the  estimation  of  it  from  the  more--I  would  say 
really  basically--more  objective  measures  of  labor 
market  conditions,  employment  and  unemployment,  that  we 
get  presently  from  the  CPS. 

In  other  words,  let's  put  it  this  way:  We  do 
certainly  need  to  get  information  on  earnings  and 
income  and  I  believe  we  need  to  get  such  measures  from 
the  CPS  and  use  them.  I  have  urged  that  in  other 
places  frequently.  The  hourly  earnings  that  we  get 
from  the  payroll  survey  are  simply  not  adequate  to 
measure  what  is  happening  either  to  the  earnings  of  an 
individual  or  of  a  family  unit  or  a  household.  They 
cannot  be  put  together  properly  that  way. 

So,  I  think  the  CPS  is  a  vehicle  that  can  be  used 
to  get  earnings  data  and  income  data,  but  I  also  think 
that  we  need  to  keep  verv  separated  the  more  objective 
labor  market  information  from  the  less  objective.  And 
I  would  regard  even  the  term  "hardship"  as  a  less 
objective  kind  of  term.  Possibly  someone  could  invent 
a  word  that  means  the  same  thing  but  does  not  have  the 
same  implications  with  respect  to  whose  feelings  are 
being  weighed  and  how  they  are  being  considered. 

But,  in  general,  I  think  you  need  to  keep  that 
separation  very  carefully  in  any  statistical  enterprise 
and  I  would  be  very  hesitant  myself  in  having  the 
Bureau  of  Labor  Statistics  develop  anything  that  could 
be  called  a  hardship  index  because  of  the  difficulty  of 
making  that  separation  within  the  same  agency. 

MR.  POPKIN:  Does  that  mean  you  would  not  want  to 
collect  it  or  you  just  would  not  want  to  be  responsible 
for  the  definition? 

DR.  MOORE:  The  collection  vehicle,  I  think,  might 
be  the  same,  since  the  CPS  handles  that  and  they  could 
handle  earnings  data  and  income  data  as  well,  as  they 
do  to  some  extent  now. 

What  I  am  concerned  about  is  having  the  BLS  define 
hardship  and  then  publish  an  index  that  meets  that 
definition. 
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MR.  POPKIN:  If  someone  else  defines  it,  are  you 
willing  to  have  BLS  publish  it? 

DR.  MOORE:  I  guess  my  feeling  is  that  it  would  be 
better  if  some  other  agency  published  it,  some  agency 
that  is  more  concerned  with  what  this  index  will  be 
used  for  and,  therefore,  pays  much  more  attention  than 
a  statistical  agency  can  to  its  definition  and  whether 
it  is  valid. 

MR.  POPKIN:    That  is  the  important  thing. 

CHAIRMAN  LEVITAN:  Dr.  Moore,  we  are  in  danger  of 
being  impolite  to  Dr.  Ruggles  and  Mr.  Arnold,  who  are 
supposed  to  follow,  by  keeping  them  waiting.  But, 
since  you  are  the  only  former  BLS  commissioner  up  here, 
I  think  they  will  indulge  me  for  an  observation  or  two 
and  a  question  or  two. 

Number  one,  I  do  not  know  in  what  way  a  hardship 
index  is  impure  or  why  it  has  to  be  isolated  or  kept 
separately  by  a  different  agency.  I  also  do  not  under- 
stand from  an  economist's  point  of  view  why  an  income 
level,  below  which  hardship  is  said  to  exist,  is  less 
objective  than  a  very  nebulous  labor  force  attachment 
concept  that  is  now  in  use. 

I  do  not  know  what  is  objective  about  counting  one 
hour  of  work  as  being  in  the  labor  force.  The  BLS 
would  not  have  to  invest  any  definition;  Congress  has 
done  it  already.  We  do  have  a  hardship  index,  namely, 
a  poverty  level,  which  has  already  been  determined. 
BLS  would  not  have  to  make  the  value  decisions  under 
these  circumstances. 

In  the  past,  BLS  has  not  hesitated  to  define  terms 
if  it  suited  its  own  needs.  Why  would  it  be  different 
in  this  case? 

As  I  said,  this  is  an  observation,  not  ncessarily 
a  question.  If  you  would  care  to  comment,  with 
Dr.  Ruggles'  indulgence,  I  will  wait  for  it. 

DR.  MOORE:  Well,  let  me  just  say  that  objectivity 
is  a  matter  of  degree  and  my  views  about  it  may  be 
different  from  others;  they  are  obviously  likely  to  be. 
But  I   do  think  there  are   still  differences  of  degree 
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and  that  we  ought  to  recognize  them  in  the  work  of  a 
statistical  agency. 

I  think  if  the  BLS  were  to  publish  what  was  called 
a  hardship  index,  no  matter  if  the  definition  was  pro- 
vided by  an  act  of  Congress,  it  would  be  considered  by 
most  of  the  public  to  be  the  Bureau  of  Labor  Statis- 
tics' determination  of  what  was  hardship  and  what  was 
not . 

I  would  say  that  that  was  something  to  be  avoided 
if  the  objectivity  of  the  Bureau  of  Labor  Statistics' 
other  activities  is  to  be  preserved. 

Let  me  give  you  an  illustration  that  bothered  me  a 
great  deal  when  I  was  Commissioner.  The  Bureau  of 
Labor  Statistics  for  many  years  published  family  bud- 
gets. They  are  classified  into  three  levels,  what  is 
now  called  a  lower  level,  an  intermediate  level,  and  a 
higher  level.  I  objected  to  the  Bureau  of  Labor  Sta- 
tistics doing  that.  1  did  not  think  there  was  any 
really   objective   way    for    it  to   define   those  levels. 

While  I  did  not  say  that  the  government  should  not 
derive  them,  I  did  not  think  it  was  a  function  for  a 
statistical    agency,    the   kind  that  BLS   is,    to   do  it. 

Well,  I  would  still  feel  very  much  like  that 
today,  even  with  respect  to  those  budget  figures,  and  I 
would  feel  more  strongly  about  anything  that  was  called 
hardship  which,  of  course,  is  not  applied  to  those 
budget  numbers . 

CHAIRMAN  LEVITAN:  My  next  point,  Dr.  Moore,  is  in 
connection  with  recommendation  number  six  in  your  brief 
paper.  It  is  the  one  that  Mr.  Moskow  discussed  before. 
I  always  looked  at  NBER  as  a  mother.  You  tell  us 
exactly  when  recessions  start,  when  they  end,  and  so 
on.  Why  wouldn't  NBER  be  a  good  home  for  your  number 
six  recommendation?  Or  is  it  because  you  are  connected 
with  NBER  that  modesty  prevents  you  from  suggesting  it? 

DR.  MOORE:  Yes,  I  guess  I  would  have  to  say 
frankly  that  it  did  prevent  me  from  suggesting  it, 
although  I  do  not  think  the  National  Bureau  is  the  only 
possible  agency.  It  does  have  the  advantage  in  this 
connection  of  having  on  its  board  of  directors  a  wide 
variety  of  people  with  very  different  views  on  economic 
and  social  questions,  from  labor,  management,  univer- 
sities, and  so  on. 
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So,  it  has,  I  think,  an  aspect  of  objectivity  for 
that  reason.  Hence,  it  might  well  be  that  the  National 
Bureau  could  become  an  agency  that  would  undertake  this 
kind  of  an  auditing  function.  I  am  not  sure  that  it 
wants  to.  I  am  not  sure  whether  the  Bureau's  board  of 
directors  would  like  this  kind  of  job,  but  it  is  a 
possiblity . 

But    I    am   sure   there  are  other  possibilities  as 

well. 

CHAIRMAN  LEVITAN:  The  third  question:  In  your 
recommendations.  Dr.  Moore,  you  focused  more  or  less  on 
the  CPS,  although  you  mentioned  the  reconciliation  with 
establishment  data.  But  you  basically  focused  on  CPS. 
In  the  testimony  preceding  you--and  generally  in  the 
work  of  the  Commission — analysts  are  considering  a 
great  deal  of  matching  data  or  using  other  sources  of 
data    that  might   be   both   cheaper   and  more  reliable. 

In  writing  your  paper  for  the  Commission,  what  are 
the  possibilities  of  using  other  sources  of  data,  like 
IRS  or  social  security?  I  know  there  are,  of  course, 
confidentiality  problems.  But  to  the  extent  that  they 
can  be  matched,  other  administrative  data  might  be  use- 
ful for  labor  force  statistics.  It  is  within  reach  of 
the  total  system,  but  at  the  same  time  it  is  very  low- 
cost  if  modern  technology  and  confidentially  would 
allow  it. 

Is  that  something  you  would  care  to  consider  for 
the  Commission?    I  know  it  is  a  big  job. 

DR.  MOORE:  I  would  think,  Mr.  Chairman,  that  the 
main  use  of  these  administrative  type  data  would  be  to 
get  local  or  state  estimates  because,  to  do  so  with  a 
household  type  survey  is  just  a  fantastically  expensive 
job. 

Now,  I  haven't  in  this  paper  really  paid  any 
attention  to  the  problem  of  providing  local  data, 
although  I  have  mentioned  it  a  few  times.  I  would  be 
glad  to  consider  that  further  and,  particularly,  the 
use  of  these  administrative  type  data,  in  a  revision  of 
the  paper. 
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CHAIRMAN  LEVITAN:  My  final  question  to  you--and  I 
am  not  sure  that  it  is  a  question — concerns  your  obser- 
vation about  continuity.  I  join  you  in  sympathy  for 
trying  to  get  continuity.  But  how  do  you  measure  con- 
tinuity if  institutions  change? 

On  this  one,  you  acted  like  a  good  politician 
rather  than  your  usual  self.  The  question  came  up 
yesterday,    and    I    would    also    like   to  ask   it   of  you. 

After  38  years  with  the  present  system,  wouldn't 
it  be  time  to  sit  down  with  a  group  like  this,  detached 
from  the  pressures  of  the  marketplace,  Congress  or  any 
body  else,  and  rethink  the  whole  system?  Possibly,  we 
might  come  up  with  something  different,  or  something 
that  might  change  definitions  and  concepts . 

We  have  talked  about  some  changes--the  military, 
16-17  year  olds,  one-hour  of  work,  hardship;  some  pure, 
some  impure  measurements.  After  due  consideration  we 
have  to  come  up  with  something.  But  I  think  continuity 
should  not  be  the  controlling  factor  in  the  Coimnis- 
sion's  work. 

In  one  of  the  Commission  meetings.  Dr.  Moore,  we 
had  a  problem  that  some  people--naturally  economists-- 
started  to  toss  out  phrases  like  cost-benefit.  What  is 
the  cost  and  what  is   the  benefit  of  a   small  change? 

But  don't  you  think  that  the  task  of  this  Commis- 
sion is  rather  a  broader  one?  We  have  to  look  at  the 
total  system.  And  I  am  not  sure  that  after  38  years, 
and  many  institutional  changes,  whether  the  same  system 
that  was  designed  by  WPA  people  should  be  considered 
holy  and  not  subject  to  change. 

The  concepts  and  def initions--as  you  know  better 
than  I  do--have  not  really  changed.  The  methodology 
and  technology  has  changed  for  collecting  the  data,  but 
the  basic  concepts  have  not. 

Again,  if  you  want  to  answer  now,  please  do; 
otherwise,  if  this  is  something  that  you  would  care  to 
add  to  your  paper,  please  do  so. 

DR.  MOORE:  Well,  I  would  be  glad  to  add  a  few 
more  paragraphs,  but  first  let  me  say  that  the  WPA, 
after  all,  produced  some  very  good  work  in  the  arts. 
We  have  to  be  obliged  to  them  for  that. 
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MR.  POPKIN:  I  don't  think  you  mean  to  make  that 
allusion  about  the  BLS. 

DR.  MOORE:  Well,  the  BLS--I  notice  the  editor  of 
the  Monthly  Labor  Review  is  in  the  audience--has  pro- 
duced some  very  good  art,  too,  on  the  cover  of  their 
magazine . 

CHAIRMAN  LEVITAN:  That  is  on  the  outside,  not  on 
the  inside. 

DR.  MOORE:  Well,  on  the  matter  of  continuity,  I 
will   be    glad    to    consider    that    further    in  ray  paper. 

CHAIRMAN  LEVITAN:  Thank  you  very  much,  Dr.  Moore, 
and  we  will  look  forward  to  your  comments  on  the  ques- 
tions that  we  asked  you. 

Dr.  Ruggles ,  we  are  sorry  to  keep  you  delayed. 
But,  as  I  said,  those  things  happen.  Dr.  Ruggles,  if 
Fortune  magazine  is  correct,  you  seem  to  be  the  worst 
"berg"  of  federal  statisticians  now  operating.  So,  go 
ahead,  keep  your  "berg." 

STATEMENT  OF  RICHARD  RUGGLES, 
PROFESSOR    OF    ECONOMICS,    YALE  UNIVERSITY 

DR.  RUGGLES:  Few  would  deny  the  importance  of 
employment  and  unemployment  statistics  as  indices  of 
economic  activity  and  capacity  utilization.  Since  the 
depression  of  the  1930s  the  public,  the  media,  the 
Congress,  and  government  officials  have  all  considered 
the  monthly  release  of  information  on  employment  and 
unemployment  to  be  one  of  the  most  important  kinds  of 
economic  information  made  available  by  the  government; 
its  only  rival  in  the  public  view  is  the  consumer  price 
index. 

There  is  general  agreement  that  the  available 
employment  and  unemployment  statistics  have  served  well 
as  indicators  of  changes  in  economic  activity,  but 
there  is  less  agreement  on  how  well  they  measure  the 
degree  of  capacity  utilization. 

In  part,  this  reflects  the  fact  that  employment 
and  unemployment  statistics  may  seem  to  give  conflict- 
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ing  indications  of  what  is  taking  place.  In  some 
periods  both  employment  and  unemployment  may  rise, 
suggesting  that  the  increase  in  activity  is  not  keeping 
pace  with  the  growth  in  the  supply  of  available  labor. 
To  keep  capacity  fully  utilized,  it  is  not  sufficient 
that  the  economy  grow,  but  it  must  grow  enough  to 
absorb  the  increase  in  the  number  of  people  wanting  to 
work. 

The  economy  is  generally  considered  to  be  operat- 
ing at  full  capacity  when  it  achieves  full  employment. 
Insufficient  physical  capacity  may  be  considered  in  the 
short  run  as  a  factor  which  prevents  the  economy  from 
reaching  its  full  potential,  but  realistically  it  is 
the  available  supply  of  labor  which  must  be  considered 
in  any  measurement  of  capacity  for  the  economy  as  a 
whole. 

A  measure  of  the  available  labor  supply,  however, 
is  not  by  itself  sufficient  for  estimating  the  total 
capacity  of  the  economy.  For  a  variety  of  reasons,  it 
is  not  feasible  to  reduce  the  rate  of  unemployment  to 
zero.  Frictional  unemployment  will  exist  as  indi- 
viduals enter  the  labor  force  or  quit  the  jobs  they 
have  to  look  for  new  employment. 

Structural  unemployment  may  exist  for  periods  of 
time  in  particular  industries,  regions,  or  groups  of 
the  population  due  to  technological  change  or  lack  of 
appropriate  labor  skills.  Within  a  given  labor  market, 
it  is  generally  considered  that  there  is  a  tradeoff 
between  the  level  of  unemployment  and  the  wage  rate. 
As  labor  supplies  tighten,  employers  bid  against  each 
other  for  the  limited  supply  of  labor  and  the  wage  rate 
rises . 

A  considerable  amount  of  literature  has  been 
devoted  to  establishing  this  tradeoff.  Thus,  a  second 
element  which  is  required  to  evaluate  capacity  utili- 
zation is  a  determination  of  how  far  unemployment  can 
be  reduced  before  a  wage-price  spiral  is  set  in  motion. 

The  tradeoff  between  unemployment  and  the  wage 
rate,  however,  is  dependent  on  yet  another  considera- 
tion, namely,  the  extent  to  which  the  wage  increases 
are  offset  by  productivity  increases.  To  the  extent 
that  productivity  increases  lower  labor  costs,  wage 
increases  do  not  necessarily  result  in  price  increases. 
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Larger  productivity  increases  permit  wage  increases 
without  a  wage-price  spiral. 

In  the  last  few  years,  however,  there  has  been 
growing  concern  that  the  rate  of  productivity  increase 
has  declined,  thus  lowering  the  rate  of  wage  increase 
which  the  economy  can  tolerate  without  causing  rising 
prices . 

It  is  very  important,  therefore,  for  the  measure- 
ment of  both  full  employment  and  potential  GNP  to  study 
the  determinants  of  productivity  changes  in  relation  to 
economic  conditions  in  both  the  long  run  and  the  short 
run.  The  analysis  of  the  relation  between  employment, 
unemployment  and  productivity  is  thus  the  third  element 
which  needs  to  be  taken  into  account  in  the  evaluation 
of  capacity  utilization. 

This  statement  will  be  devoted  to  an  examination 
of  these  three  elements.  The  adequacy  of  employment 
and  unemployment  statistics  will  be  considered  in  terms 
of  their  contribution  to  the  measurement  of:  one,  the 
available  supply  of  labor  in  the  economy;  two,  the 
tradeoff  between  unemployment  and  wage  rise;  and, 
three,  productivity  change. 

Measurement  of  the  available  supply  of  labor:  The 
most  widely  used  measure  of  the  available  supply  of 
unused  labor  is  the  unemployment  rate,  which  is  based 
on  the  Current  Population  Survey.  This  survey  classi- 
fies the  work  status  of  each  individual  16  years  and 
older  in  the  sample  into  one  of  three  categories:  one, 
employed;  two,  unemployed  and  .looking  for  work;  and, 
three,  not  employed  and  not  looking  for  work. 

The  labor  force  is  defined  as  the  employed  plus 
the  unemployed  who  are  looking  for  work  and  the  unem- 
ployment rate  is  the  percentage  which  the  unemployed 
looking  for  work  constitute  of  the  total  labor  force. 

But  for  measuring  the  available  supply  of  labor, 
the  unemployment  rate  is  seriously  deficient.  It  does 
not  take  into  account  how  fully  individuals  are 
employed,  whether  they  have  withdrawn  from  the  labor 
force  because  of  lack  of  job  opportunities,  or  whether 
they  are  subemployed  in  low-paying  or  inappropriate 
jobs.  A  valid  measurement  of  available  labor  supply 
should  take  these  factors  into  account. 
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The  Current  Population  Survey  does  contain  some 
information  on  whether  the  individuals  surveyed  are 
working  part-time  for  economic  reasons  and  whether  they 
are  not  in  the  labor  force  because  of  the  lack  of  job 
opportunities,  and  estimates  are  made  of  the  labor 
force  time  lost  due  to  both  of  these  factors. 

Subemployment ,  however,  is  much  more  difficult  to 
measure.  In  the  employment  data  a  job  is  a  job  and,  if 
in  slack  times,  a  worker  is  forced  to  take  an  inferior 
or  inappropriate  job,  this  cannot  be  observed. 

Studies  by  Sar  Levitan  and  others  have  indicated 
that  a  substantial  number  of  workers  are  in  jobs  which 
pay  less  than  poverty  level  income.  The  cyclical  vari- 
ability in  job  quality  can  be  expected  to  be  large,  and 
Eli  Ginsberg  in  his  studies  has  seriously  questioned 
the  ability  of  the  economy  to  provide  jobs  of  appropri- 
ate quality. 

Finally,  it  should  also  be  recognized  that  in 
periods  of  high  employment  many  individuals  welcome 
both  more  overtime  employment  or  dual  jobs  as  a  way  of 
increasing  their  standard  of  living  and  this  should 
also  be  counted  in  measuring  the  total  available  supply 
of  labor. 

Although  the  Current  Population  Survey  in  its 
present  form  does  provide  much  of  the  basic  data 
required  for  such  a  more  comprehensive  measurement  of 
the  available  supply  of  labor,  additional  information 
would  be  needed  to  cover  the  qualifications  of  the 
individual  in  terms  of  education  or  training,  the 
nature  of  the  job  held,  including  its  rate  of  pay  and 
longitudinal  information,  so  that  an  individual's 
employment  can  be  evaluated  in  terms  of  his  own  work 
history. 

The  Current  Population  Survey,  of  course,  cannot 
be  enlarged  indefinitely  and  increases  in  information 
are  costly.  But  much  of  the  needed  information  could 
be  obtained  on  an  annual  benchmark  basis  by  systemati- 
cally relating  the  Current  Population  Survey  to  other 
surveys  such  as  the  National  Longitudinal  Survey,  the 
Panel  Survey  of  Family  Income  Dynamics,  the  Survey  of 
Income  and  Program  Participation,  or  even  such  adminis- 
trative records  as  the  Continuous  Work  History  Sample 
of  the  social  security  records. 
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The  tradeoff  between  unemployment  and  wages:  The 
second  element  in  the  measurement  of  capacity  and  capa- 
city utilization  is  the  determination  of  the  level  of 
unemployment  at  which  further  increases  in  the  demand 
for  labor  would  primarily  result  in  a  rise  in  the  wage 
rate  rather  than  an  expansion  in  employment. 

Although  from  a  theoretical  point  of  view,  it  is 
apparent  that  at  some  point  such  a  tradeoff  must  exist, 
the  empirical  determination  of  the  relation  between  the 
unemployment  level  and  wage  behavior  is  quite  difficult 
and  a  part  of  the  difficulty  stems  from  inadequacies  in 
the  data. 

The  most  widely  used  measurement  of  wage  behavior 
is  the  change  in  straight-time  average  hourly  earnings, 
which  is  derived  from  the  establishment  hours  and 
earnings  data  compiled  by  the  Bureau  of  Labor  Statis- 
tics. Given  the  methods  by  which  this  figure  is  com- 
puted, however,  it  reflects  not  only  changes  in  wage 
rates,  but  also  shifts  in  the  composition  of  the  work 
force . 

The  impact  of  the  changing  composition  of  the 
labor  force  on  measured  average  hourly  earnings  is 
particularly  severe  in  periods  of  changing  employment 
levels.  This  means  that  the  cyclical  behavior  of  wage 
rates  in  response  to  changes  in  employment  is  obscured 
in  the  reported  data  by  the  effects  of  shifts  in  the 
importance  of  various  groups  receiving  different  levels 
of  pay. 

In  effect,  average  hourly  earnings  measures  the 
unit  value  of  labor,  rather  than  its  price.  In  other 
words,  average  hourly  earnings  do  not  accurately 
reflect  wage  behavior,  and  their  use  as  a  measure  of 
wage  behavior  results  in  a  misleading  and  distorted 
analysis  of  the  tradeoff  between  unemployment  and 
wages . 

The  BLS  has  long  recognized  this  problem  and  in 
1976  introduced  a  new  measure  called  the  employment 
cost  index,  which  was  intended  to  measure  the  change  in 
the  price  of  labor.  Average  hourly  earnings  for  speci- 
fied occupations  are  obtained  from  a  quarterly  sample 
of  approximately  2,000  establishments. 

By  focusing  on  occupation,  the  employment  cost 
index  does  avoid  the  mix  effect  which  normally  results 
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from  differential  cyclical  employment  patterns  among 
occupations.  But  within  occupational  groups  the  mix 
effect  of  changing  distributions  by  age,  race,  sex, 
skill,  and  experience  still  remains  and,  again,  the 
change  in  average  hourly  earnings  reflects  this  mix. 
The  sensitivity  of  occupational  classification  to 
economic  conditions  also  raises  serious  questions  in 
interpreting  wage  changes  within  occupation. 

Instead  of  collecting  hours  and  earnings  for  occu- 
pational groups  of  employees,  it  would  be  preferable  to 
collect  data  for  individual  employees  over  time.  This 
could  be  accomplished  by  asking  employers  to  provide 
information  on  the  hours  and  earnings  of  each  worker 
whose  social  security  number  ends  in  a  specified  set  of 
digits,  the  same  system  now  used  in  sampling  the  social 
security  records.  This  would  provide  a  continuing 
random  sample  of  a  panel  of  employees.  Employers  could 
also  provide  information  such  as  age,  sex,  occupation, 
overtime  earnings,  and  fringe  benefits. 

As  individuals  change  jobs  or  enter  or  leave  the 
labor  market,  there  would,  of  course,  be  turnover  in 
those  found  in  any  given  establishment.  The  problem  is 
directly  analogous  to  that  which  arises  in  the  col- 
lection of  price  data  when  the  products  available  with- 
in the  retail  outlet  change,  and  the  same  techniques 
can  be  used. 

For  individuals,  however,  there  are  also  other 
sources  of  information  which  can  be  used  to  determine 
whether  the  individual  has  moved  and  whether  he  is 
unemployed  or  has  withdrawn  from  the  labor  market. 
Thus,  for  example,  the  Continuous  Work  History  Sample 
available  from  social  security  records  could  be  used  in 
conjuncton  with  the  sample  of  individual  employees* 
hours  and  earnings  reported  by  establishments. 

The  collection  of  individual  employee  hours  and 
earnings  from  establishments  could  serve  as  a  direct 
substitute  for  the  data  now  collected  for  the  employ- 
ment cost  index.  If  the  occupation  of  individual 
employees  were  reported  in  addition  to  their  hours  and 
earnings,  a  properly  constructed  sample  could  provide 
information  on  the  earnings  and  change  in  earnings  of 
different  occupations  in  different  industries  and  dif- 
ferent geographic  regions  of  the  country,  which  is  more 
detail  than  the  employment  cost  index  yields. 
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In  addition,  however,  information  would  also  be 
available  on  the  distribution  of  the  rates  of  pay  with- 
in each  occupation  and  how  these  distributions  change, 
and  this  is  an  essential  element  in  understanding  wage 
behavior.  From  the  employer's  point  of  view,  the 
burden  of  reporting  information  on  individual  employees 
identified  by  social  security  number  should  not  be 
great  since  the  basic  records  of  the  firm  are  kept  in 
this  form  and  the  information  is  readily  available. 
For  many  establishments  it  would  be  simpler  to  provide 
the  basic  information  for  specified  employees  than  to 
bring  together  the  records  of  all  employees  falling 
into  the  occupations  specified  by  the  BLS  definitions 
for  the  employment  cost  index. 

The  measurement  of  productivity  change:  The  final 
element  that  must  be  considered  in  assessing  the 
measurement  of  capacity  utilization  is  productivity 
change.  Wage  increases  can  be  expected  to  take  place 
as  part  of  the  normal  process  of  economic  growth.  From 
the  point  of  view  of  price  stability,  the  central  ques- 
tion is  whether  wage  increases  are  offset  by  produc- 
tivity increases. 

In  this  manner,  productivity  change  does  determine 
how  large  wage  increases  can  be  without  exerting  pres- 
sures on  prices,  and  it,  therefore,  establishes  for  the 
economy  as  a  whole  the  point  on  the  unemployment-wage 
tradeoff  which  the  system  can  tolerate  without  infla- 
tion.    But  here,  again,  there  are  measurement  problems. 

Conventionally,  the  change  in  productivity  is 
measured  by  relating  the  change  in  labor  input  to  the 
change  in  output.  Two  measures  of  productivity  change 
are  available,  computed  by  different  methods,  one  for 
selected  industries  and  one  for  the  economy  as  a  whole. 
Both,  however,  depend  upon  bringing  employment,  hours, 
output,  and  price  information  together  from  a  variety 
of  different  sources.  The  lack  of  consistency  among 
data  sources  and  inadequate  coverage  of  the  basic  data 
raise  serious  questions  about  the  meaning  and  validity 
of  the  resulting  productivity  measures. 

The  major  problem  lies  in  the  division  of  respon- 
sibility among  different  agencies  with  different  and 
unrelated  statistical  programs.  Different  agencies  use 
different    sampling    and    survey   methods    and  different 
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classification  systems  and  they  process  the  data  in 
different  ways.  The  need  for  interagency  cooperation 
has  been  recognized  and  there  is  an  interagency  com- 
mittee on  the  measurement  of  real  output.  This  com- 
mittee has  concerned  itself  with  problems  of  compara- 
bility, but  the  work  has  not  been  extended  to  develop- 
ing a  common  integrated  effort.  More  than  any  other 
area  of  statistics,  the  deficiencies  of  productivity 
measurement  demonstrate  the  need  for  basic  reform  in 
the  federal  statistical  system. 

As  in  the  measurement  of  wage  behavior,  what  is 
required  for  improved  productivity  measurement  is 
longitudinal  data  at  a  much  lower  level  of  aggregation 
than  has  been  available  to  date.  Unlike  the  wage  case, 
however,  much  of  the  needed  information  already  exists 
and  could  be  put  together.  At  least  for  manufacturing, 
it  would  be  possible  with  the  statistics  now  collected 
to  bring  together  at  the  establishment  level  the 
required  information  on  output,  labor  input,  and  even 
expenditures  on  plant  and  equipment. 

The  Census  Bureau  is  in  a  position  to  link  the 
establishment  records  over  time  and  analysis  of  these 
records,  augmented  by  additional  information  on  prices, 
could  provide  the  basis  for  measurement  of  productivity 
change  at  the  establishment  level.  It  is  only  by 
development  of  productivity  measurement  at  this  level 
that  the  determinants  of  productivity  change  and  its 
relation  to  employment  and  unemployment  can  be  satis- 
factorily understood. 

To  summarize,  it  may  be  concluded  that  although 
the  existing  statistics  of  employment  and  unemployment 
do  provide  useful  and  valuable  indices  of  economic 
activity,  they  do  not  provide  an  adequate  basis  for  the 
measurement  of  capacity  utilization.  For  this,  data 
are  needed  to  show:  One,  how  much  labor  individuals 
would  offer  if  job  opportunities  existed  and  how  much 
subemployment  exists  at  different  levels  of  economic 
activity;  two,  how  the  earnings  and  hours  of  individual 
employees  respond  to  change  in  the  level  of  economic 
activity;  and,  three,  how  productivity  at  the  level  of 
the  establishment  is  affected  by  different  levels  of 
economic  activity. 
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These  data  needs  all  have  one  element  in  common: 
measurement  and  analysis  needs  to  be  carried  out  at  the 
individual  reporting  unit  level  before  the  data  are 
aggregated  so  that  the  behavior  of  individuals  and 
establishments  can  be  separated  from  the  effects  of 
changes  in  the  mix  of  individuals  and  establishments. 
Only  in  this  way  can  we  understand  what  actually  takes 
place    as    the    level    of    economic    activity  fluctuates. 

CHAIRMAN  LEVITAN:  Thank  you,  Dr.  Ruggles,  for  an 
excellent  statement.     Are  there  any  questions? 

MR.  ANDERSON:     Thank  you,  Mr.  Chairman. 

I  very  much  appreciate  your  statement  Dr.  Ruggles, 
and  it  brings  together,  I  think,  in  a  very  meaningful 
way,  some  of  the  micro-data  problems  that  lie  behind 
our  attempt  to  understand  the  tradeoff  between  unem- 
ployment and  inflation.  We  have  heard  a  great  deal 
about  this,  and  certainly  the  discussion  of  unemploy- 
ment versus  wage  rates  is  an  important  part. 

One  notion  in  your  paper  that  is  a  bit  troublesome 
to  me  is  the  underlying  assumption  that  in  fact  there 
is  a  stable  tradeoff;  that  if  we  would  improve  our 
data,  we  could  move  from  one  point  on  that  curve  to 
another  and,  thereby,  improve  our  position. 

1  am  sure  you  have  considered  the  fact  that  that 
curve  itself  is  not  just  the  product  of  the  dynamics 
between  the  rate  of  unemployment  and  the  rate  of  wage 
change,  but  also  the  institutional  structure  of  the 
labor  market,  the  composition  of  the  labor  force,  and 
other  factors. 

I  wonder  whether  simply  improving  the  data,  better 
definitions,  and  the  merging  of  certain  administrative 
data,  would  in  fact  provide  us  with  an  information  base 
that  would  be  useful  for  policy  formulation  purposes. 
Would  a  great  deal  more  have  to  be  done  to  look  at  the 
composition  of  the  labor  force  and  the  structure  of 
local  economies  in  order  to  really  be  able  to  have  more 
effective  policy? 

You  seem  to  be  suggesting  that  we  move  toward 
development  of  one  measure  that  would  combine  data  sets 
that  we  already  have.  I  would  like  to  have  your  com- 
ments   on   the    reporting   of   statistics   as   compared  to 
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trying  to  improve  the  public's  understanding  of  what 
these  numbers  mean  by  making  available  more  numbers  and 
devoting  more  attention  to  the  explanation  of  what 
these  numbers  mean.  Do  you  think  that  would  improve 
the  use  of  the  statistics  for  policymaking  purposes, 
which  is  really  the  implicit  objective  that  is  con- 
tained in  your  paper? 

DR.  RUGGLES:  Well,  I  guess  1  have  been  very  con- 
cerned in  the  last  several  years  that  we  do  not  dare 
stimulate  the  economy  because  of  inflation,  and  cer- 
tainly in  academic  circles,  with  all  due  respect  to 
Professor  Levitan  here,  that  this  tradeoff  is  con- 
sidered to  be  the  central  phenomenon.  They  do  not  go 
so  far  as  to  suggest  that  there  is  excess  demand,  but 
they  track  it  through  essentially  the  cost.  They  con- 
sider that  this  will  raise  cost. 

Now,  I  have  not  seen  any  proof  that  there  is  a 
tradeoff,  but  I  think  that  if  we  just  provide  more 
information  on  more  things,  it  is  going  to  remain  as 
confused  as  it  is  at  the  present  time  and  we  will  act 
as  if  there  is  a  tradeoff,  even  if  there  is  no  trade- 
off. 

1  think  we  have  to  do  some  analytic  and  statis- 
tical work  to  check  to  see  whether  in  fact  wages  are 
responding,  shall  we  say,  overwhelmingly  to  the  cost  of 
living  and  not  to  labor  market  conditions.  My  own 
belief  is  that  certainly  at  our  present  level  of  labor 
utilization,  wages  are  relatively  insensitive  to 
changes  in  employment.  But  in  order  to  prove  this,  we 
need  other  kinds  of  information  than  we  have  presently 
at  hand. 

In  other  words,  I  just  do  not  think  people  cer- 
tainly have  been  successful  in  proving  that  there  is  a 
tradeoff,  but  we  have  not  been  successful  in  proving 
that  there  is  not  a  tradeoff  and  it  is  a  standoff.  So, 
because,  theoretically,  we  know  that  ultimately  there 
must  be  a  tradeoff,  then  the  question  is  raised:  Well, 
aren't  we  really  at  that  point  right  now?  Do  we  dare 
stimulate  the  economy  at  all  or  are  we  going  to  promote 
more  inflation? 
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MR.  ANDERSON:  I  agree  that  certainly,  given  the 
institutional  arrangements  in  the  labor  market,  there 
is  very  little  relationship  in  many  cases  between  the 
rate  of  change  in  wages  and  the  rate  of  unemployment. 
Certainly,  when  you  have  wages  established  through 
collective  bargaining  agreements  that  are  set  for  some 
time  in  the  future,  those  wages  are  going  to  rise  with- 
out regard  to  what  happens  to  unemployment.  Now,  there 
are  those  who  might  suggest  that  the  fact  that  you  have 
wages  set  like  that  might  have  an  effect  on  unemploy- 
ment, but  that  is  another  matter. 

My  question  is  whether  simply  improving  the  data, 
that  is,  getting  a  better  measure  of  productivity, 
would  be  sufficient  for  policymaking  purposes,  or 
whether  you  really  want  to  go  substantially  beyond 
that?  For  example,  should  we  change  the  definition  of 
unemployment,  and  thereby  provide  more  information  on 
the  demographic  characteristics  of  the  unemployed, 
their  labor  market  experiences,  and  so  forth?  Would 
this  also  be  necessary  to  get  a  handle  on  this  dynamic 
economic  question? 

DR.  RUGGLES.     Yes,  I  think  it  would  be. 

I  would  add  one  thing,  though.  If  it  is  true  that 
we  can  test  the  sensitivity  of  wages  to  unemployment 
and  productivity  to  unemployment,  we  might  well  find 
that  the  increase  in  economic  activity  had  a  greater 
impact  on  productivity  than  it  did  on  wages.  So  that, 
in  fact,  the  way  to  combat  inflation  most  is  to  try  to 
increase  the  level  of  economic  activity,  since  produc- 
tivity is  probably  more  sensitive  to  economic  activity 
than  is  the  wage  rate. 

And  I  think  that  it  is  only  by  trying  to  study 
this  wage  rate  and  productivity  in  conjunction  with 
each  other  that  over  the  long  run  there  may  not  really 
be  a  tradeoff.  The  object  is  to  get  the  rate  of  pro- 
ductivity up  more  than  wages  rise,  and  for  that  we  may 
need  a  higher  utilization  of  our  capacity;  that  is  all. 

CHAIRMAN  LEVITAN:  I  hate  to  impose  mundane 
matters  In  this  highly  intellectual  discussion,  but  I 
would  like  to  remind  my  brethren  and  sister  here  that 
we   have   to  be  back  at  1:30,   so  any  questions  you  ask 
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and  the  responses  you  get  will  be  at  the  cost  of  your 
victuals . 

Mr.  Moskow,  you  are  next. 

MR.  MOSKOW.     All  right,   I  will  keep  that  in  mind. 

Dr.  Ruggles,  we  appreciate  very  much  your  being 
here   today   and  preparing  this  very  interesting  paper. 

I  just  wanted  to  ask  you  some  questions  about  one 
aspect  of  it.  I  should  say,  by  the  way,  at  the  be- 
ginning, I  am  not  sure  that  all  of  the  recommendations 
are  within  our  purview,  the  mandate  of  the  Commission, 
but  that  is  something  that  we  can  discuss  later.  I 
think  the  paper  certainly  should  be  distributed  to 
agencies  within  the  executive  branch  or  the  Council  of 
Economic  Advisers  in  the  Office  of  Management  and 
Budget,  however,  because  I  think  a  number  of  the  recom- 
mendations relate  to  broader  concepts  and  problems  than 
we  are  supposed  to  be  addressing. 

CHAIRMAN  LEVITAN:  The  bulk  of  this  will  be  sent 
to  those  agencies. 

MR.  MOSKOW:  On  the  measurement  of  the  available 
supply  of  labor,  you  made  the  point  that  a  valid  mea- 
sure of  available  labor  supply  should  take  into  account 
"people  who  are  forced  to  take  inferior  or  inappropri- 
ate jobs,"  that  is,  people  who  are  subemployed.  Could 
you  just  enlighten  me  a  bit  on  the  measures  of  avail- 
able capacity  for  plants?  I  know  that  that  has  been  a 
matter  of  discussion.  Do  they  try  to  make  adjustments 
for   inappropriate  utilization  of  plants  or  machinery? 

DR.  RUGGLES:  I  believe  they  do  ask  the  plants 
what  operating  capacity  they  could  operate  at  and  the 
fact  is  that  sometimes  they  produce  far  beyond  what 
they  state  they  can.  In  other  words,  they  can  produce 
at  110  percent  capacity.  This  has  called  into  question 
as  to  just  what  capacity  really  does  mean  in  these 
things . 

And  they  ask  them  also:  At  what  level  would  you 
prefer  to  operate?  This  is  still  another  question. 
So,  I  think  it  is  a  very  fungible  concept. 
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MR.  MOSKOW:  I  agree.  I  think  it  is  a  fungible 
concept,  and  I  think,  with  respect  to  the  labor  supply, 
terms  like  "inferior"  jobs  or  "inappropriate"  jobs  are 
very  elusive  and  subjective. 

DR.  RUGGLES:  Yes,  but  it  is  a  little  like  the 
concept  used  to  disguise  unemployment  in  developing 
countries.  We  can  all  recognize  that  there  are  lots  of 
jobs  that  are  essentially  low-grade  jobs  that  are  not 
appropriate  for  an  economy  that  is  operating  at  high 
capacity,  and  we  should  draw  those  people  into  more 
useful  activity. 

So,  1  think  that  one  does  have  to  face  up  to  these 
questions  sooner  or  later  as  to  what  are  appropriate 
jobs. 

MR.  MOSKOW:  I  am  just  wondering  exactly  how  one 
would  try  to  measure  the  available  supply  of  labor  and 
try  to  determine  whether  someone  is  in  an  inferior, 
inappropriate  job.  A  lot  depends  upon  what  the  indi- 
vidual thinks  of  the  job  he  or  she  had,  and  that  may 
differ  from  what  that  individual's  real  value  in  the 
marketplace  is  as  well. 

I  can  give  a  lot  of  far-out  examples  of  this,  but 
we  do  not  have  time  right  now.  It  is  just  a  concept  I 
would  like  to  know  more  about;  exactly  how  you  would 
try  to  specify  in  an  objective  way  what  was  an  inferior 
or  inappropriate  job  for  an  individual. 

DR.  RUGGLES:    That  was  part  of  why  I  requested  the 
longitudinal  work  history  so  it  could  be  done  in  context 
with  the  individuals  themselves. 

MR.  MOSKOW:  Do  you  mean  it  would  be  the  indi- 
vidual's  judgment  as   to  whether  it  was  inappropriate? 

DR.  RUGGLES:  No,  his  past  history;  if  in  fact  we 
had  a  recession  and  you  saw  a  lot  of  people  taking  jobs 
that  were  considerably  below  what  they  had  held  before. 


MR.  MOSKOW:     I  see. 
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DR.  RUGGLES:     It  is  the  cyclical  concept. 

MR.  MOSKOW:  I  see.  So  that  is  the  only  way  you 
are  suggesting  it  be  used? 

DR.  RUGGLES:  Yes. 

MR.  MOSKOW:     I  understand. 

CHAIRMAN  LEVITAN:  Joan. 

MS.  WILLS:  One  of  the  things  that  came  to  my  mind 
is  whether  or  not  there  would  be  any  problems  in  terms 
of  confidentiality  of  information  with  regard  to  some 
of  the  statistics  you  are  suggesting.  Second,  are  you 
aware  of  any  changes  that  would  have  to  be  made  in  any 
laws  in  order  to  accomplish  the  development  of  these 
new  goals? 

DR.  RUGGLES:  I  do  not  think  there  are.  It 
depends  upon  which  agency  you  have  do  them.  Census  has 
the  right  to  do  them  throughout.  There  was,  of  course, 
the  exact  match  of  CPS  with  the  IRS  records  and  with 
the  current  population,  so  that  there  has  been  a  lot 
done  already  in  the  exact  matching. 

But  I  believe  there  was  a  specific  title  that 
permitted  Census  to  do  this. 

MS.  WILLS:  That  poses  the  question:  Why  haven't 
they  done  it?    Are  you  aware  of  why? 

DR.  RUGGLES:  It  costs  a  lot  and  it  has  to  be 
planned  in  advance.  It  is  a  lot  of  work  and  it  is  just 
beginning.  I  expect  to  see  it  even  more.  I  believe 
the  survey  of  income  and  program  participation  is 
planned  to  be  matched  with  the  various  government 
administrative  files. 

CHAIRMAN  LEVITAN:  I  think  that  the  record  should 
show  that  not  a  single  person  left  for  lunch  while  you 
were  talking,  so  I  don't  want  to  impose  too  much  on 
everybody  here. 
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We  will  resume  at  1:30. 

(Whereupon,  at  12:40,  the  hearing  was  recessed  to 
reconvene  at  1:30  p.m.  the  same  day.) 

AFTERNOON  SESSION 

CHAIRMAN  LEVITAN:  Mr.  Harrington,  we  are  honored 
by  your  presence  and  we  welcome  you  to  the  Commission. 
Would  you  please  proceed  in  your  own  way  to  present 
whatever  testimony  or  whatever  advice  you  have  to  give 
to  this  Commission. 

STATEMENT  OF 
THE  HONORABLE  MICHAEL  HARRINGTON, 
A    REPRESENTATIVE    IN    CONGRESS    FROM  THE 
STATE  OF  MASSACHUSETTS, 
REPRESENTING  THE  NORTHEAST-MIDWEST 
COALITION  OF  CONGRESSMEN 

MR.  HARRINGTON:  Let  me  begin,  Mr.  Chairman,  by 
thanking  you  and  the  Commission  for  the  opportunity  to 
share  with  you  this  afternoon  my  views  on  the  crucial 
issue  of  labor  and  economic  statistics. 

As  you  may  know,  the  House  of  Representatives  has 
been  immersed  for  the  last  week  in  discussions  of  the 
FY  '79  budget.  It  is  a  sobering  experience,  I  think, 
for  most  legislators  to  discover  themselves  noncha- 
lantly discussing  a  $500  billion  federal  budget. 

But,  most  importantly,  I  think  the  annual  budget 
resolutions  may  prompt  us  to  pause,  to  look  around,  and 
to  inquire  whether  the  money  we  are  spending  is  having 
any  effect. 

Typically,  those  in  Washington  tend  to  think  that 
if  our  goals  are  not  being  achieved  it  is  because  the 
programs  we  fund  are  bureaucratic  or  ineffective. 
Without  detracting  from  that  argument,  which  I  think  in 
many  instances  is  certainly  legitimate,  I  am  here  this 
afternoon  to  put  forward  what  I  believe  to  be  an 
equally  important  problem:  the  failure  to  target 
federal  programs  and  policies  to  where  they  are  most 
needed. 
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In  fact,  the  basic  point  which  I  want  to  emphasize 
this  afternoon  is  that  the  sophisticated  development 
and  use  of  economic  statistics  can  make  the  crucial 
difference  in  the  lives  of  those  Americans  who  are  in 
distress,  by  ensuring  that  they  receive  the  assistance 
which  is  intended  for  them. 

I  am  here  this  afternoon  as  a  representative  of  a 
district  in  northern  Massachusetts,  once  an  area  of 
thriving  urban  commercial  centers,  that  is  now  in  the 
throes  of  post-industrial  decline.  I  am  also  chairman 
of  a  congressional  coalition  which  represents  hundreds 
of  such  declining  areas  where  lagging  growth  in  per- 
sonal income,  an  eroding  manufacturing  base,  rising 
property  taxes,  and  serious  structural  unemployment 
describe  the  urban  norm. 

The  plain  fact  is  that  the  victims  of  those 
shrinking  economies  of  the  northeast  and  midwest,  the 
middle-aged  shoeworkers,  out  of  a  job  with  no  other 
skills  or  the  option  of  mobility,  are  not  served  by  a 
flat  unemployment  rate  which  fails  to  reveal  the 
economic  context. 

Most  of  us  have  become  familiar  with  the  statement 
that  $16  billion  in  federal  funds  are  based  annually  on 
unemployment  statistics  for  distribution.  But,  impres- 
sive as  that  figure  may  be,  its  significance  for  indi- 
vidual well-being  is  difficult  to  convey. 

The  fact  is  that  those  $16  billion  include  some  of 
our  most  essential  programs  for  bringing  economic  hope 
to  the  victims  of  unemployment  and  economic  hardship. 
They  include  local  public  works  programs,  a  third  round 
of  which  is  now  being  prepared  in  the  House;  training 
and  public  service  employment  under  CETA;  counter- 
cyclical revenue-sharing  grants  to  local  governments  to 
help  them  meet  the  demand  for  social  services;  govern- 
ment contracts  with  private  firms  through  the  revital- 
ized Defense  Manpower  Policy  #4A,  which  targets  federal 
procurement . 

These  are  the  programs  whose  effectiveness  hangs 
in  the  balance  of  our  search  for  better  economic  mea- 
sures . 

The  second  general  point  I  want  to  make  is  that  I 
believe  the  work  which  this  Commission  will  be  doing 
over    the   next    18   months    is    especially    important  to 
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Congress,  inasmuch  as  the  avoidance  of  intransigence  of 
the  Bureau  of  Labor  Statistics  up  until  now  has  doused 
our  hopes  of  securing  a  full  examination  of  the  labor 
statistics  issue. 

As  you  know,  Mr.  Chairman,  the  original  CETA 
legislation  of  1973  charged  the  Department  of  Labor 
with  beginning  development  of  alternative  measures  of 
economic  hardship.  The  language  was  included  because 
the  inadequacy  of  simple  unemployment  rates  for  guiding 
a  broad  skills  training  program  was  generally  acknowl- 
edged . 

However,  the  Department  of  Labor  did  not  follow 
through  on  this  mandate.  The  result,  for  those  of  us 
involved  i-n  the  issue,  is  not  only  delay  but  acute 
frustration. 

Even  as  recently  as  last  month,  in  a  meeting 
among  some  of  my  colleagues,  Deputy  Commissioner  Janet 
Norwood  and  myself,  we  were  still  confronted  with  the 
tired  excuse  that  the  Bureau  of  Labor  Statistics  was 
unable  to  conduct  much  research  on  new  statistical 
measures  for  fear  of  becoming  a  "policy  advocate." 
Surely,  this  attitude  must  change  if  we  are  to  make  any 
progress  at  all. 

So,  let  me  say  that  I  am  certainly  gratified  by 
the  extensive  outline  of  topics  which  your  Commission's 
findings  propose  to  cover.  In  view  of  the  origins  of 
Congress'  concern,  I  think  it  is  essential  that  the 
need  for  expanded  data  and  alternative  measures  be 
given  considerable  attention  during  your  study.  It  is 
an  integral  part  of  the  unemployment  statistics  issue. 

I  might  add  that  I  hope  your  ultimate  report,  in 
addition  to  providing  valuable  recommendations,  will 
also  serve  to  broaden  the  parameters  of  BLS'  concerns. 

More  than  a  year  ago.  Congress  was  first  presented 
with  the  allocation  of  EDA  funds  for  Round  I  of  public 
works.  Mr.  Chairman,  as  I  am  sure  you  remember,  it  was 
about  a  week  later  that  the  "revised"  unemployment 
figures  for  1976  were  released  by  the  Bureau  of  Labor 
Statistics  and  we  discovered  that,  in  the  case  of  many 
states,  the  difference  in  the  unemployment  rate  and 
therefore  in  the  funding  entitlement  was  substantial. 
My  own  State  of  Massachusetts  lost  $40  million. 
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Many  of  us  in  Congress  were  understandably  upset. 
I  filed  a  bill  which  40  of  my  colleagues  cosponsored  to 
give  BLS  enough  money  to  expand  their  sample  such  that 
these  year-end  revisions  could  be  done  away  with. 
Later,  in  June,  I  sought  to  amend  the  Labor-HEW  appro- 
priations bill  to  the  same  effect,  but  was  persuaded  to 
withdraw  the  motion  on  a  promise  from  the  House  Appro- 
priations Subcommittee  that  this  issue  would  at  last  be 
examined.  The  summer  passed  with  no  congressional 
action. 

At  the  same  time,  on  the  executive  side,  I  was 
personally  assured  by  Commissioner  Shiskin  and  others 
at  BLS  that  what  I  was  asking  for,  namely,  reliable 
monthly  data  for  all  states,  was  quite  impractical.  1 
was  warned  that  the  cost  could  be  as  much  as  $100 
million. 

When  I  began  to  complain  not  only  about  the 
quality  of  the  data  but  also  about  the  inadequacy  of 
the  measure  itself,  the  exclusion  of  discouraged 
workers,  for  example,  or  our  inability  to  distinguish 
cyclical  from  structural  unemployment,  I  was  assured 
that  I  should  hold  these  complaints  in  abeyance,  since 
a  special  commission  of  experts  had  been  formed  to 
examine  these  very  problems. 

Since  I  am  now  sitting  before  that  very  body,  I 
want  to  make  a  few  specific  comments  on  the  latest 
status  of  our  unemployment  data  and  then  turn  to  the 
question  of  alternative  measures. 

First,  as  you  know,  the  Bureau  of  Labor  Statistics 
made  a  number  of  methodological  changes  in  its  computa- 
tion of  unemployment  statistics  earlier  this  year.  As 
of  January  1978,  we  now  have  monthly  CPS  data  for  ten 
states;  we  have  a  rolling  six-month  average  benchmark 
for  the  remaining  40  states  which  promises  to  eliminate 
most  of  the  problem  with  large  annual  revisions  and  we 
have  the  prospect  before  us  of  quarterly  CPS  data  in 
those  40  states  once  some  limited  sample  expansions  are 
completed. 

These  improvements  are  significant  and  I  do  not 
want  to  belittle  the  advance  they  represent.  I  believe 
it  is  crucial  that  we  have  reliable  data  for  state 
unemployment  on  a  monthly  basis  and  the  changes  which 
have  just  been  implemented  are   a   substantial   step  in 
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that  direction.  Nevertheless,  there  are  some  serious 
problems    which    I    foresee    with    the    recent  changes. 

One  of  those  problems  involves  the  sampling  errors 
in  those  states  included  in  the  group  which  is  slated 
for  monthly  CPS  data.  For  states  like  Massachusetts 
and  your  State  of  Florida,  Mr.  Chairman,  there  is 
ground  for  concern  about  the  extent  of  irregular 
shifts,  or  "noise"  as  it  is  affectionately  termed  in 
statistical  circles,  in  the  month-to-month  data. 

This  is  because  these  states  have  relatively  small 
CPS  samples  and  barely  qualify  under  the  10  percent 
error  requirement  set  for  monthly  data. 

To  give  an  example  of  what  this  means,  looking 
over  the  1977  figures  for  Massachusetts,  the  CPS  unem- 
ployment figures  in  a  typical  four-month  period  ranged 
from  9.7  percent  to  6.6  percent.  During  the  same 
months  the  70-step  data  ranged  four-tenths  of  a  per- 
cent. 

Given,  for  example,  the  CETA  funding  which  is 
partly  based  on  the  highest  three  months  of  a  year  or 
the  general  inclination  of  policymakers  and  legislators 
to  look  to  monthly  data  as  an  indication  of  economic 
welfare,  the  sort  of  erratic  statistical  shift  which 
occurs  under  a  10  percent  error  guideline  poses  serious 
problems . 

Clearly,  we  need  an  increase  in  these  sample  sizes 
as  well  as  equitable  treatment  among  the  states. 

A  more  severe  problem,  however,  arises  with  the 
fate  of  large  cities  and  metropolitan  areas  under  the 
new  methodology.  As  you  know,  Mr.  Chairman,  under  the 
new  regulations,  claims-based  unemployment  figures  will 
supplant  census-share  statistics  for  small,  substate 
areas . 

Coinciding  with  this  change  is  a  decision  by  BLS 
to  abandon  the  CPS  annual  benchmark  for  30  metropolitan 
areas  (SMSAs)  and  10  central  cities.  This  means  that 
these  areas  will  now  be  depending  upon  insured  unem- 
ployment figures. 

There  are,  of  course,  serious  problems  with  using 
these  methods  on  inner  cities  where  uncovered  employ- 
ment and  the  number  of  reentrants  into  the  labor  market 
are  high  and  where  unemployment  does  not  observe  the 
same  subarea  distribution  as  population.    The  result  of 
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abandoning  a  CPS  annual  control,  which  more  accurately 
captures     urban    unemployment,     could    be  disastrous. 

The  City  of  Philadelphia,  for  example,  has  recently 
examined  the  effect  of  this  new  methodology  and  has 
arrived  at  a  projected  decline  of  one  and  one-half 
percent  in  the  unemployment  figure  for  Philadelphia  and 
a   loss   of   $6.5  million  under  Title  VI  of  CETA  alone. 

Oakland  has  similarly  calculated  a  15  percent  drop 
in  its  CETA  funding.  Clearly,  urban  areas  are  the  site 
of  our  persistent  and  severe  unemployment  problems. 
Consequently,  this  is  the  very  moment  when  we  should  be 
refining  our  local  area  measurements,  not  undermining 
them. 

This  brings  me  to  the  point  I  most  want  to  stress 
this  afternoon,  Mr.  Chairman,  the  chronic  need  for  new 
types  of  statistics  which  will  get  at  the  kinds  of 
economic  problems  we  know  are  out  there,  particularly 
in  the  urban  center,  but  which  so  far  are  inadequately 
reflected  in  the  data  we  have. 

Apart  from  the  inaccuracies  of  the  unemployment 
statistics,  there  is  the  larger,  and  to  my  mind  much 
more  important,  problem  that  unemployment  rates  by 
themselves  are  often  not  the  best  indicators  of 
regional  or  local  economic  health. 

Unemployment  levels  only  measure  surplus  labor, 
those  without  jobs  who  have  been  actively  seeking  work 
in  the  past  four  weeks,  those  who  have  been  laid  off 
from  work,  and  those  who  are  waiting  to  start  jobs  in 
the  next  four  weeks.  They  do  not  include  either 
"underemployed  workers,"  those  who  have  dropped  out  of 
the  labor  force.  Nor  do  they  reflect  many  of  the 
structural  problems  in  the  economy  which  affect  local 
unemployment  levels.  Many  economically  declining  areas 
have  moderate  but  static  unemployment  rates  while  some 
economically  growing  ones  have  high  unemployment  rates. 

Yet  another  problem  is  that  the  unemployment  rate 
provides  no  method  for  distinguishing  between  structual 
and  cyclical  unemployment,  even  though  we  know  there  is 
a  difference  and  we  acknowledge  that  difference  is 
important,  perhaps  most  obviously  so  in  the  adminstra- 
tion  of  the  CETA  program. 

As  you  know,  when  CETA  was  first  enacted,  its 
major  component  was  the  skills  training  program 
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administered  under  Titles  I  and  II.  However,  as  America 
found  itself  caught  in  a  serious  recession  by  early 
1974,  CETA  was  largely  converted  to  a  public  service 
employment  plan. 

In  his  testimony  for  the  reauthorization  of  CETA 
in  February,  Secretary  of  Labor,  Ray  Marshall, 
expressed  the  Administration's  desire  to  reorient  much 
of  CETA  back  to  the  "severely  disadvantaged"  and  the 
"structurally  unemployed." 

At  the  same  time,  however,  Secretary  Marshall 
admitted  that  the  Administration  was  not  altering  the 
funding  formula  to  effect  that  reorientation  because 
the  status  of  the  existing  statistics  was  too  uncer- 
tain. 

Given  all  of  these  deficiencies  in  the  simple 
unemployment  measure,  my  staff  has  worked  for  many 
months,  in  conjunction  with  the  staff  of  the  Northeast- 
Midwest  Research  Institute,  on  other  indicators  which 
might  supplement  the  conventional  employment  and  unem- 
ployment data  in  analyzing  a  region's  economic  health. 

In  this  area,  let  me  say  that  your  work,  Mr.  Chair- 
man, in  developing  the  earnings  and  employment  inade- 
quacy index,  has  been  extremely  useful  to  us  and  seems 
to  me  to  hold  considerable  promise  as  precisely  the 
kind  of  broader  economic  measure  which  needs  to  be 
instituted. 

In  order  to  more  accurately  reflect  the  needs  of 
the  region,  however,  I  think  the  earnings  measure  ought 
to  be  adjusted  for  geographical  variations  in  the  cost 
of  living. 

To  be  more  specific,  northern-tier  states,  and 
especially  their  cities,  sustain  housing,  food,  and 
energy  costs  that  are  far  higher  than  those  in  other 
parts  of  the  country. 

Furthermore,  state  and  local  tax  burdens  in  older 
industrialized  portions  of  urban  America  run  far  higher 
than  the  national  average.  These  are  the  economic 
facts  of  life.  Yet,  they  have  never  been  reflected  in 
the  multitude  of  federal  formulas  that  govern  funds 
ostensibly  distributed  on  the  basis  of  need. 

Not  surprisingly,  this  results  in  an  undercounting 
of  "people  in  need"  in  high  cost-of-living  areas  and  a 
reduction  in  federal  assistance  proportionate  to  the 
undercounting.      The    mathematics    are    simple:      A  real 
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income  dollar,  adjusted  for  cost  of  living  and  taxes, 
is  worth  60  cents  in  Albany,  Georgia,  and  only  43  cents 
in  Albany,  New  York.  Yet,  the  dollar  is  counted  as 
having  equal  purchasing  power  in  the  distributon  of 
grant-in-aid  funds. 

Among  the  other  measures  which  we  have  examined 
are  loss  or  gain  of  industry,  change  in  earnings, 
employment  growth  rate,  per  capita  income,  and  change 
in  population.  Of  these  measures,  the  last  three  seem 
to  hold  the  greatest  promise  in  constructing  a  com- 
posite index  of  economic  health. 

Not  surprisingly,  these  three  measures  were 
selected  by  the  Department  of  the  Treasury  to  be  used 
as  funding  bases  both  for  the  reauthorization  of 
countercyclical  revenue-sharing  and  for  the  targeting 
of  certain  sections  of  the  urban  package. 

Employment  growth  or  decline,  measuring  the  change 
in  the  number  of  jobs  in  an  area,  is  a  good  indicator 
of  the  extent  to  which  an  area  is  developing  econom- 
ically. The  actual  economic  differences  between  areas 
of  similar  unemployment  levels  begin  to  emerge  when 
employment  change  is  examined. 

For  example,  the  New  York  City  SMSA  had  an  unem- 
ployment average  from  1973-1976  of  8.5  percent.  The 
San  Diego,  California  SMSA  exhibited  a  9.3  percent 
unemployment  rate  over  the  same  period.  They  both 
appear  to  have  similar  unemployment  problems.  San 
Diego  appears  to  be  in  even  worse  condition  than  New 
York.     Both  would   receive   federal   aid   on  this  basis. 

However,  the  percentage  changes  in  employment  show 
how  great  the  true  economic  differences  are.  San  Diego 
had  a  24.1  percent  increase  in  employment  from  1971- 
1977  ,  while  New  York  City  experienced  an  11.5  percent 
drop  in  employment. 

BLS  has  maintained  that  the  employment  growth 
measure  is  not  sufficiently  accurate  to  base  funding 
distributions.  Indeed,  there  are  problems  which  need 
to  be  addressed.  With  existing  census  share  methods, 
employment  changes  cannot  be  determined  below  a  county 
level . 

Even  given  new  distribution  methods,  the  assump- 
tion that  subarea  estimates  of  employment  levels 
correspond   to   population    concentration   is   not  neces- 
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sarily  correct.  Further  calculation  of  employment 
growth  is  certainly  problematic. 

Population  change  is  another  useful  indicator  of 
the  general  economic  attractiveness  of  an  area.  In 
considering  the  extent  to  which  people  move  elsewhere 
in  pursuit  of  jobs,  population  change  can  reflect  an 
area's  past  economic  activity  as  well  as  its  future 
economic  health.  A  community  undergoing  economic 
growth,  therefore,  is  likely  to  experience  population 
growth  as  people  relocate  in  search  of  better  job 
opportunities . 

In  addition  to  this  dimension,  population  change 
affects  the  fiscal  strength  of  the  community.  A  de- 
cline in  population  precipitates  a  decline  in  revenues 
for  the  area.  One  would  infer  that  a  comparison  of  tax 
bases  would  be  useful.  However,  the  lack  of  data 
uniformity  prevents  this.  Population  change,  there- 
fore, provides  a  good  surrogate  measure  of  an  area's 
ability  to  provide  services  for  its  residents  and  to 
combat  potential  economic  decay. 

The  relative  economic  success  of  an  area  is 
usually  signaled  by  a  change  in  resident  per  capita 
personal  income.  This  tends  to  follow  changes  in 
business  conditions  and  population  patterns.  In  order 
to  be  truly  indicative  of  the  economic  health  of  an 
area,  however,  the  per  capita  income  measure  should  be 
adjusted  to  take  into  consideration  geographic  varia- 
tions in  the  cost  of  living. 

As  you  can  see,  Mr.  Chairman,  the  agenda  of  items 
to  be  examined  and  data  to  be  improved  upon  is  a  long 
one.  But  I  cannot  overemphasize  the  importance  of  this 
work.  I  hope  that  your  Commission  will  provide  the 
initiative  in  researching  these  areas  which  has  been  so 
sorely  lacking  from  BLS.  A  wealth  of  new  policy  options 
lie  before  us. 

We  have  had  enough  tunnel  vision  in  Washington. 
What  we  need  is  a  willingness  to  take  up  that  challenge 
and  I  hope  your  Commission  will  play  a  leading  role  in 
that  effort. 

Let  me  say  in  perhaps  perspective  self-defense 
that  we  have  trespassed,  perhaps,  well  beyond  what  is 
the  conventional  wisdom  surrounding  the  origin  of  this 
Commission.     But   it  is   our  belief,   both  in  examining 
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the  earlier  legislation,  and  frankly  our  belief  in 
dealing  perhaps  symbolically  with  the  realities  that 
intrude  in  attempting  to  deal  with  the  very  real  dif- 
ferences that  I  sense  exist  in  many  of  the  areas  that  I 
can  personally  address  that  the  need  on  the  part  of 
this  Commission  is  to  be  as  expansive  in  the  definition 
of  that  mandate  as  is  possible. 

Thus,  a  good  part  of  the  testimony  this  afternoon 
is  directed  toward  the  hope  and  the  belief  that  that 
will  in  fact  occur  during  the  tenure  that  has  been 
established  for  you. 

I  would  like  to  offer  too,  both  in  the  form  of 
James  Costello,  whom  the  Chairman  has  met,  and  in  the 
research  institute  referred  to,  a  willingness  to  share 

I  to  the  degree  that  it  may  be  legitimate  and  worthwhile 
some  of  the  experiences  and  the  resource  material  that 
has  been  developed  and  hope  that  we  can  get  something 
in  a  sooner-than-later  fashion  which  will  allow  us  with 
more  intelligence,  and  to  a  degree  accuracy,  to  use  the 
funding  that  we  have  appropriated  in  the  past  half 
dozen  years  and  which  I  suspect  is  going  to  be  a  semi- 

1  permanent  condition  that  we  all  are  going  to  have  to 
deal  with  over  the  better  part  of  the  next  generation. 

CHAIRMAN  LEVITAN:    Thank  you  very  much. 

Mr.  Harrington,  I  could  not  think  of  a  nicer  object 
for  kicking  around  than  BLS,  but  now  they  are  sitting 
right   in  back   of   you   so  you  had  better  be  careful. 

But  they  are  used  to  it. 

MR.  HARRINGTON:  It  is  an  experience  we  are  both 
used  to. 

CHAIRMAN  LEVITAN:  You  are  both  used  to  it  and,  of 
course,  since  you  also  endorsed  the  hardship  index,  how 
could  I  criticize  anything  you  say? 

But  I  am  wondering,  can  we  really  achieve--now  you 
put  the  challenge  to  us-but  can  we  really  achieve  the 
things  you  want?  You  want,  first  of  all,  a  great  deal 
of  local  data.  You  want  not  only  local  data,  but  you 
want  data  based  on  income  and  all  sorts  of  quality 
data . 
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Number  one,  can  this  Conmission  realistically 
recormnend  it?  You  just  mentioned  that  during  the  last 
six  years,  you  kept  on  appropriating  more  and  more 
funds.  You  never  appropriated  another  penny  to  BLS  to 
measure  except  when  you  kick  them  around. 

And,  even  if  you  would  appropriate  the  money,  can 
you  actually  get  the  type  of  data,  you  said  even  below 
the  county  level,  and  still  get  any  precision  out  of 
it?  What  I  am  asking  you,  Mr.  Harrington,  aren't  you 
actually  asking  for  more  than  anybody  can  deliver, 
including  even  Congress? 

MR.  HARRINGTON:  Let  me  carefully  avoid  the  last 
snare  because  we  would  probably  agree  in  what  Congress 
can  and  cannot  deliver  from  our  collective  experience. 
That  is  why  I  am  here,  quite  frankly,  having  seen  that 
it  is  either  not  willing  or  able  to,  but  also  to  say 
that  in  specific  response  to  the  question  of  perhaps 
trespassing  rather  harshly  on  BLS. 

My  understanding  is--and  I  could  be  corrected-- 
that  there  was  a  sum  of  money  specifically  appropriated 
or  authorized  for  the  purpose  of  attempting  to  improve 
on  the  questions  that  you  raised,  at  least  to  the 
general  outline  of  the  traditional  measure  of  unemploy- 
ment. I  wish  I  could  paraphrase  the  former  Secretary 
of  State  this  morning  in  his  positive  use  of  the  nega- 
tive. But  there  was  a  studied  disinterest  or  disincli- 
nation on  the  part  of  BLS  to  demonstrate  a  great  deal 
of  enthusiasm  for  the  use  of  that  funding. 

I  do  not  want  to  really  spend  the  afternoon  neces- 
sarily going  over  ground  that  we  have  covered  both 
privately  and  to  a  degree  that  I  have  covered  in  other 
forms  because  1  think  it  is  only  a  part  of  the  problem. 

I  do  not  know,  to  answer  your  basic  question, 
whether  or  not  what  I  asked  for,  in  the  range  of  your 
experience  collectively,  what  you  are  aware  of  as  the 
troublesome  issues,  if  you  can  definitively  answer  any 
of  these  questions. 

But  let  me,  since  I  am  in  the  Labor  Department 
building  this  afternoon,  paraphrase  a  statement  given 
by  Secretary  Marshall  in  Toronto  two  weeks  ago  to  the 
Economic  Club  where  he  suggested,  in  attempting  to  deal 
with   the   equally   intractable  problem  of  unemployment 
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and  inflation,  that  one  of  the  things  he  thought  was  a 
depressing  characteristic  of  the  industrialized  society 
was  the  lack  of  risk-taking  on  the  part  of  their 
leadership . 

It  is  endemic  to  the  institution  I  am  a  part  of.  I 
would  hope  that  you  are  not  fettered  by  the  same  un- 
willingness to  fail  greatly  in  the  direction,  at  least, 
of  recognizing  what  the  rather  meager  efforts  to  date 
have  brought  us  to  by  way  of  both  popular  approbation 
and  a  degree  of  relief  in  terms  of  the  very  specific 
problems  that  we  attempt  to  address. 

In  short,  I  would  not  mind  if  you  missed  the  mark 
a  mile  as  long  as  you  try  any  way  you  want,  but  just 
break  out  of  this  imposed  mental  and  political  con- 
straint we  have  ourselves  boxed  into.  And  I  would  hope 
that  you  could  prod  us  in  the  process  to  do  something 
with  a  greater  sense  of  urgency  about  the  need  for  it. 

CHAIRMAN  LEVITAN:     Speaking   for  my  sister  and  my 
brethren,  that  is  a  promise,  Mr.  Harrington. 
Joan? 

MR.  HARRINGTON:  The  town  needs  more  of  it, 
whether  it  is  political  or  administrative. 

MS.  WILLS:    Thank  you. 

That  leads  to  a  question.  In  your  paper,  you 
talked  about  BLS  not  wanting  to  be  a  policy  advocate 
and  we  have  heard  testimony  this  morning  from  an 
ex-Commissioner  of  BLS,  I  think,  frankly  sharing  that 
same  concern. 

I  do  not  think  that  negates  the  question  of 
whether  we  should  have  some  place  in  government  that  is 
a  policy  advocate  in  terms  of  definitions.  I  guess  a 
question  comes  to  my  mind,  on  which  we  have  had  several 
suggestions,  about  a  federal  statistical  agency,  an 
audit  board,  several  different  mechanisms  that  are 
suggested  that  would  continually  look  at  what  kind  of 
statistics  it  is  we  are  gathering,  and  perhaps  perform 
some  of  that  function  of  policy  advocacy.  Perhaps  the 
statistical  agency  is  not  the  appropriate  place. 
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Have  you  done  any  thinking  about  that  beyond  just 
wishing  BLS  could  do  it,  or  would  take  up  the  challenge, 
so  to  speak? 

MR.  HARRINGTON:  No,  I  can  answer  that  two  ways. 
I  do  not  have  a  specific  suggestion  to  make  as  to  what, 
by  way  of  an  existing  or  proposed  structure  entity, 
might  be  useful.  But  I  would  really  fundamentally  go 
back  to  the  fact  that  of  all  of  the  existing  agencies 
they  appear  to  be  the  most  likely  place  in  terms  of 
their  historical  role  to  have  at  least  some  of  this 
appreciation  sink  in. 

If  it  looks  like  that  is  unlikely  and  we  do  not 
get  more  than  why  things  cannot  be  done,  rather  than 
why  things  can  be  done  as  a  response,  then  it  may  very 
well  be  useful  either  in  a  legislative  sense  or  in 
recommendations  to  the  Commission  to  suggest  an  alter- 
native . 

I  am  not  as  concerned  about  where  it  occurs  or 
even  a  prospective  effort  at  dealing  with  it  as  much  as 
I  am  a  believer  that  people  with  the  right  mind  set 
--and  you  can  infer  what  you  want  to  from  that--in 
place  can  do  about  what  they  want  to,  if  the  mind  set 
is  there  and  determined  enough  to  use  it,  whether  they 
lobby  for  more  money--and  I  do  not  think  $100  million, 
against  $16  or  $18  billion,  is  much  by  any  stretch  of 
the  imagination. 

And  I  think  that  there  have  been  repeated  signs  in 
the  course  of  the  last  year  that  there  is  assertiveness 
on  the  part  of  the  Congress,  as  many  of  the  industrial 
states  are  in  semi-permanent  conditions,  to  get  some- 
thing approaching  more  accuracy  and  the  definition  of 
what  we  are  basically  groping  for  here,  where  that 
money  can  best  be  used.  In  a  way  that  is  not  transient 
in  nature  to  the  degree  that  many  of  these  programs 
appear  to  be  not  only  little  help  to  those  who  need  it, 
but  cause  the  worst  of  that  cycle  by  increasing 
cynicism  on  the  part  of  those  who  are  paying  for  it. 

MS.  WILLS:  The  next  question:  You  are  asking  for 
more  state  and  local  data,  a  lot  more  local  data.  Has 
the  institute  done  any  thinking  about  better  utiliza- 
tion   and    refinement    of    administrative    data  within 
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states  and  within  local  areas  to  be  complementary  to 
the  CPS? 

It  seems  to  me  that  is  where  we  are  finding  one  of 
our  problems.  There  is  a  great  deal  of  beauty  in  the 
CPS,  but  how  far  do  you  stretch  that?  And  that  also 
raises  questions  about  regional  cost-of-living  varia- 
tions.    Have  you  done  any  thinking  about  that? 

I  have  been  told  that  coming  up  with  some  kind  of 
agreeable  cost-of-living  variation  would  be  very,  very 
expensive  and  may  not  tell  us  what  it  is  we  want  to 
know.  Have  you  thought  anything  about  using  some 
internal  administrative  data  within  states  to  begin  to 
solve  some  of  your  problems? 

MR.  HARRINGTON:  Well,  I  have  had  some  experience 
in  Massachusetts  attempting  to  have  them  address  the 
problem,  which  is  best  described  by  their  monthly  data, 
at  least  for  the  last  season,  being  released  with  the 
preface  that  the  data  is  inaccurate  and  is  not  to  be 
believed,  but  releasing  it  nonetheless,  and  suggest 
that  if  it  is  not  going  to  be  a  burden  willingly  borne 
by  the  federal  government  nor  solely  borne  by  the 
federal  government  that  it  would  be  useful  for  them  to 
embark  on  that  course,  either  with  CETA  funding  to  do 
it  or  to  attempt  to  define  for  itself  what  it  would 
begin  to  try  to  use  in  the  implementation  of  the 
broader   policy   mandates    with   the   use   of   this  money. 

I  think  to  a  degree  some  of  that  is  ongoing,  but  I 
cannot  comment  on  how  sophisticated  that  form  is  in 
other  states  or  tell  you  that  I  am  very  encouraged  by 
what  has  been  done  to  date  in  our  own.  I  think  we  have 
phoney  unemployment  data.  I  do  not  think  it  is  all 
deliberate.  I  do  not  think  we  really  have  yet  begun, 
except  at  the  broadest  outlines,  to  focus  policy  in  the 
way  that  the  President  is  groping  for  in  his  definition 
of  urban  policy  on  urban  areas  where  many  of  these 
problems  appear  to  be. 

But  1  think  there  is  room  in  the  federal  system, 
if  we  believe  it  and  accept  it  in  a  theoretical  level. 
I  suggest  that  maybe  one  of  the  things  you  could  sug- 
gest is  a  variation  on  this  theme  that  would  allow  test 
states  to  come  up  with  their  own  approach  and  see  what 
they  look  like. 
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Uniformity  does  not  show  me  a  great  deal  of  appeal 
in  approaching  this. 

On  cost  of  living,  some  of  it  is  being  built  in 
now.  We  have  a  shelter  differential  built  into  the 
Food  Stamp  Act  last  year  which  helped  to  a  degree  with 
part  of  our  problem,  where  that  money  goes,  and  recog- 
nizing what  those  costs  are. 

I  think  that  we  see  it  in  some  of  the  suggested 
directions  by  executive  order.  We  refer  to  the  cycli- 
cal issue,  and  I  think  we  are  getting  at  it  a  little 
bit  better.  I  went  through  this  with  Commerce  a  year 
ago  and  feel  very  strongly  a  year  later  that  it  remains 
a  '  singularly    and    significantly    unaddressed  problem. 

I  am  in  sort  of  a  continual  debate  with  a  southern 
counterpart  of  mine  named  George  Busby  who  persists  in 
using  per  capita  income  as  a  measure  of  relative  eco- 
nomic affluence,  when  you  know  that  50  percent  of  the 
difference  in  energy  and  power  and  never  mind  the  cost 
of  housing  and  food,  and  the  Commerce  Department  is 
publishing  this  statistical  data  about  expense  of 
cities  in  the  country  regularly. 

Even  at  the  broad  outlines,  we  are  able  to  say 
that  it  is  more  expensive  to  live  in  certain  parts  of 
this  country  than  others,  even  if  we  do  not  do  much  in 
refining  it.  But  we  do  not  do  much  in  reflecting  on 
that  when  it  comes  to  the  implementation  administra- 
tively of  policy. 

And  I  would  like  to  say  that  we  have  the  wisdom 
and  the  courage  to  give  you  a  new  bill  or  a  series  of 
bills  in  the  Congress.  I  think  it  is  going  to  be 
executive  order,  some  innovation  on  the  part  of  the 
people  who  run  these  programs,  where  the  bulk  of  the 
money  is  coming  from.  It  ought  to  be  right  now  in 
terms  of  appreciation  for  the  fact  that  they  can 
retreat  behind  the  inadequacy  or  the  preciseness  of  the 
congressional  mandate  for  the  difficulty  in  getting 
change,  but  they  ought  to  try  to  take  it  on  the  best 
they  can. 

CHAIRMAN  LEVITAN:    Mr.  Anderson. 

MR.  ANDERSON:  Well,  I  appreciate,  Mr.  Harrington, 
your  coming  before  the  Commission  and  sharing  with  us 
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your  views.  I  especially  appreciate  that  part  of  your 
statement  which  talks  about  Philadelphia,  my  home  town. 
I  am  very  familiar  with  that  problem  and  share  many  of 
your  concerns  as  expressed  in  your  paper. 

I  would  hope  that  the  group  you  represent,  the 
Northeast-Midwest  Coalition   

MR.  HARRINGTON:  We  are  going  to  shorten  that  name 
one  of  these  days,  Mr.  Anderson. 

MR.  ANDERSON:  Well,  1  would  hope  that  you  would 
communicate  with  the  Commission  and  specifically  indi- 
cate what  you  would  like  to  see  done  with  the  CPS  or 
other  data  to  deal  with  the  specific  questions  that  you 
raised . 

1  think  that  the  Commission  can  benefit  greatly 
from  organizations  and  special  interests  telling  us  how 
you  would  like  to  see  these  methods  modified. 

We  are  all  aware  of  the  problems  of  allocating 
funds  based  on  unemployment  statistics,  and  so  forth. 
1  would  just  mention  parenthetically  that  the  terms 
like  "structural  unemployment,"  "frictional  unemploy- 
ment," "cyclical  unemployment,"  these  are  terms 
designed  by  economists  for  very  different  purposes  than 
those  for  which  they  are  being  used. 

So,  what  we  really  need  is  some  specific  recommen- 
dations or  suggestions  on  how  this  information  system 
in  your  view  should  be  changed  to  accomplish  the  objec- 
tives you  have  in  mind.  That  is  simply  what  I  want  to 
suggest  in  having  you  communicate  with  us. 

MR.  HARRINGTON:  We  would  be  more  than  willing,  to 
the  degree  that  there  is  a  work  product  available  that 
may  cover  a  number  of  different  areas  and  perhaps  an 
effort  also  to  summarize  what  those  conclusions  are,  to 
provide  that  through  the  research  facet  of  the 
coalition. 

Did  you  have  something  to  add  in  that  area? 

MR.  COSTELLO:  No.  I  was  just  going  to  say  that 
we  have  already  communicated  that  sort  of  thing  to 
Commerce,  HUD,  and  Treasury,  so  we  would  be  happy  to  do 
that. 
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MR-  AHMRSOB:     Thank  you  very  auch. 

MR.  POPKIH:  I  will  just  very  quickly-first  of 
all,  that  was  one  of  the  richest  papers  we  have 
received  in  terms  of  suggestions  and  I  think  we  will 
want  to  ask   

?1R.  HARRINGTON:  Well,  I  am  glad  the  author  is 
here  to  hear  it. 

y[k.  POPKIN:  We  will  ask  for  more  later.  I  think 
you  might  also  consider  just  sending  us  another  memo. 
For  faaily  reasons,  you  are  particularly  well  placed  to 
think  about  the  problems  also  of  state  government  in 
the  area  in  which  we  are  discussing  the  problem. 

I  would  just  like  to,  very  briefly  right  now,  ask 
you  one  quick  question   

MR.  HARRI.VGTOK:  Quickly,  for  the  political 
integrity  of  the  speaker  disclaims  any  relationship  to 
him.  I  am  teasing,  but  you  are  talking  about  another 
relative,  I  assume,  with  the  same  last  name. 

.MR.  POPKIN:  I  in  fact  thought  you  were  related  to 
Kevin  Harrington. 

MR.    HARRINGTON:      I   am.     But   I   was  just  going  to 
kid   about   the  O'Neil-Harrington  ties  which  are  merely 
I  did  not  want  to  have  his  problems  worsened  at  a 
distance . 

MR.    POPKIN:      I   am   sure  you   are  more  up-to-date. 

Okay.  How  important  is  it  for  you  to  get  data  on 
subunits,  nuinber  one,  within  your  congressional  dis- 
trict and,  niiJiiber  two,  on  a  monthly  basis? 

.MR.   HARRINGTON:     Let  me  try  the  second  part  of  it 

because  I  do  not  know  that  I  can  answer  the  first  ade- 
quately . 

I  think  to  the  degree  that--well,  Anwar  Sadat  says 

^0  percent  of  the  problem  in  the  Middle  East  is  psycho- 
logical . 
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r,   -.2r  degree   112-   1  riri  of  wtiat  I  Utuik  ne 

currently  go  tiirougi  is  subjective,  that  attitodi- 

nal,  decisi:"?  irf  iiiie.  statements  are  used,  actioas 
are  taken.  I  zz.zy.  zziz  it  has  cbtamed  the  Icgitiaacy 
thi:  ,  ::r:_::i:f  cr  not,  historically  valid  or  not,  is 
sccetnmg    ziiz    has    to    be    addressed    as  significant. 

Certainly.  1:  y:u  irf  -::>.ins:  3.Z  the  Ford  curve  in 
terms  of  his  own  tenure  2>  -  r e  s : f  • :  .  T  :  ~  ink,  it  nas 
directly    in    proportion  -r.fif    '.-i:    r::r.."«ic  data 

vent . 

In  fact,  there  was  a  rcli:icil.y  ::rrfj:ivr  initi- 
ative   taken,    I    believe,    m    the    early    rerui  the 
Kixon  Administration's  first  tern,  hy 
of    careerists    iz    315    and   putting  a 

people    m    -h:    -eif    arle    :c    feal    -n:.  ;:  ::.:>r 

issues  in  reinars  a  soa^evhat  ncre  .f 
But  I  thins  there  is  an  arrreciat  1 :  -  : :- 
—  on  my  side  of  t~r  ti'rlf.  -e  would  say  tnat  ^irtiei  cr 
not  we  could  1::  tr.f  .■::>::iJt  agree  that  it  is  inpre- 
cise,  perhaps  net  :-yv:vahle.  -undesirable  ::  -latever 
else,  it  is  there.  It  is  going  tc  be  '  life 
and  is  going  to  have  actions  and  react-.  :r.  .i::ejt 

confidence,  or  detract  frcn  ccr.- -r-:- :e  .  t:  int 
where  it  is  significant. 

M}\.  FOrKlX:  Would  it  upset  ycu  if  it  -as  cnly 
issued  quarterly  instead  of  monthly  cr  every  six  months 
for  units  within  a  state  cr  '•hatever' 

MK.  H-\?L\1S';-1:N  :  If  It  were  not  meant  to  really 
take  the  heat  cff  cf  scue  cf  the  other  concerns  that  I 
expressed  and  have  dene  m  coaiunction  with  soae 
serious  work  with  urgency  attended  tc  it  to  deal  vith 
the  broader  range  of  subjects  -we  "-.r/e  raised.  I  would 
not    care   at   all   about  whether  -It  with  it  on  a 

quarterly  cr  semi-annual  basis.   : ~ /..itever . 

A>  Icng  as  the  ncney  

-.Vxa'.N.-V.^N  :  As  Icr.g  as  the  i:cney--and  as  long 
as  we  are  ;  n -g  toward  a  refinement  .  a  broadened 
definition  c:  ..:-..it  the  concern  is.  which  is  ultimately 
to  put  that  money  where  it  is  needed  and  where  it  can 
do  some  lasting  and  credible  ^iccd. 


K-cJil  O  -  TS  -  IT 
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CHAIRMAN  LEVITAN:     Mr.  Moskow? 

MR.  MOSKOW:  My  apologies  for  being  late,  but  it 
was  unavoidable.  I  did  read  your  statement  and  I  do 
appreciate  your  being  here. 

I  wanted  to  ask  you  about  this  $100  million 
figure.  The  impression  I  got  is  that  that  number-- 
amount  to  spend--you  thought  would  not  be  unreasonable 
if  the  resulting  data  that  would  come  from  that  would 
be   reliable   and  people  would  have  confidence  in  that. 

Do  you  think  that  that  view  would  be  shared  by  the 
majority  in  Congress? 

MR.  HARRINGTON:  Increasingly,  I  do.  Without 
question  at  all,  I  think  that  the  experience,  particu- 
larly at  the  hands  of  EDA  distribution,  round  one, 
though  that  may  bring  us  in  some  broader  discussions 
about  structural  change  in  a  government  that  turns  over 
to  the  administration  which  has  opposed  it  twice  a 
public  works  program  to  implement  by  regulation  and 
distribute  data. 

There  were  some  wild  fluctuations  in  the  use  of 
that  data  which  resulted,  as  I  have  indicated,  in  some 
very  serious  shortchanging  when  that  data  was  redone  or 
a  reestimate  was  given.  I  have  used  our  own  state  as 
an  example,  which  received  about  a  $40  million--we 
estimate-shortfall  in  the  distribution  process. 

MR.  MOSKOW:  Well,  the  reason  I  ask  is  because  in 
any  formula  change  there  are  obviously  always  going  to 
be  some  winners  and  some  losers  in  different  parts  of 
the  country.  I  cannot  help  wondering-I  certainly  agree 
the  data  should  be  as  reliable  as  possible--if  people 
are  talking  about  reliability  of  data,  what  is  really 
behind  their  minds  is:  Is  my  area  of  the  country  going 
to  win  or  lose? 

If  that  is  true,  then  no  matter  how  reliable  the 
data  that  you  produce,  there  are  always  going  to  be 
some  people  who  are  objecting  to  that  particular 
formula . 

MR.  HARRINGTON:  I  do  not  think  there  is  any  ques- 
tion either   that  those  considerations  are  there  and  I 
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do  not  know  that  they  should  not  be  addressed  as  reali- 
ties if  you  are  going  to  have  a  reasonably  viable 
federal  process. 

I  do  think,  though,  that  if  you  are  talking  about 
this  issue  narrowly,  it  demonstrably  could  stand  some 
improvement.  But  I  think  the  way  to  deal  with  the 
second  part  of  the  question  you  raise  is  to  perhaps 
make  an  effort  that  emerged  during  the  debate  last  year 
over  revision  of  the  community  development  program  and 
an  alteration  of  the  formula  used  in  the  distribution 
process,  to  have  people  on  my  side  reflect  on  what  the 
purpose  of  those  programs  are. 

It  is  not  meant  to  spread  money  evenly,  as  I  view 
it,  across  the  country.  If  the  Nixon  formula  were 
maintained,  as  we  demonstrated.  West  Palm  Beach, 
Phoenix,  Jacksonville,  and  a  lot  of  other  places  that 
had  a  much  more  comparatively  healthy  experience  and 
longer  term  prospects  which  were  equally  positive, 
would  have  been  unjustly  enriched  in  our  opinion  in 
terms  of  what  the  Community  Development  Act  was 
supposed  to  have  done. 

So,  I  would  say,  yes,  we  do  not  want  to  have  lack 
of  appreciation  for  that  concern  about  what  that  alter- 
ation may  mean,  but  we  also  ought  to  be  using  programs 
for  the  purpose  that  really  is  at  least  broadly 
intended  historically,  in  the  application  of  those 
proceeds,  and  deal  with  other  problems,  if  they  exist, 
in  a  different  form  or  in  different  legislation. 

And  I  do  not  think  there  would  be  any  problem  on 
the  part  of  the  Congress  in  welcoming  some  of  those 
changes  which  make  it  somewhat  more  credible. 

MR.  MOSKOW:  Of  course,  developing  a  consensus  on 
that  purpose  is  sometimes  very  difficult. 

Just  one  other  point.  I  noticed  that  you  mention 
here  that  someone  suggested  to  you--it  was  a  problem 
you  presented  to  someone  in,  I  think  it  was  in  the 
Bureau  of  Labor  Statistics-they  said,  "Well,  there  is  a 
commission  handling  that  and  you  should  present  your 
concerns  to  the  commission." 

We  are  increasingly  getting  a  lot  of  people  coming 
to  us  saying  that,  as  our  Chairman  mentioned  yesterday, 
privately   to    us,    and    I    just   think  we   should  all  be 
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aware  of  the  fact  that  our  report  is  not  due  until  18 
months   from  the  time  we  were  confirmed  by  the  Senate. 

So,  there  may  be  room  for  people  to  make  changes 
in  the  interim.  I  would  hate  to  see  everything  relating 
to  employment  and  unemployment  statistics  being  held  up 
until  this  report  comes  out. 

MR.  HARRINGTON:  Well,  that  is  precisely  where  my 
major  quarrel  with  the  mind-set  of  the  people  who  are 
in  these  programs  is.  You  get  out  of  the  artificiality 
of  the  confines  of  this  building  in  this  city  and  deal 
with  what  it  is,  and  you  have  heard  it  said  before  that 
can  we  in  any  fashion  convey  to  people  the  urgency, 
timeliness  and  relevance. 

There  is  all  the  reason  in  the  world  to  begin  to 
move  these  things,  even  at  the  risk  of--we  talk  about 
major  error--major  mistakes  rather  than  just  sit  around 
and  say  why  things  cannot  be  done  or  what  the  restric- 
tions are  that  are  imposed. 

I  do  not  buy  it  and  I  do  not  see  any  reason  why 
both  sides  of  this  conversation  cannot  prod  those  who 
have  the  bulk  of  the  executive  responsibility,  adminis- 
trative responsibility,  to  implement  these  things  in  a 
rational  and  timely  fashion. 

And  I  do  not  think  if,  frankly,  we  did  nothing 
else  except  engage  in  that,  whether  it  was  directed 
toward  us  and  we  need  it-and  Mr.  Levitan  can  tell  you 
from  his  own  experience  on  the  Senate  side-1  do  not  see 
any  reason  not  to  do  the  same  thing  with  people  who  are 
in  these  programs  and  not  let  them  use  that  rationale, 
which  I  think  is  specious. 

Looking  at  the  level  of  constituent  or  population 
approbation  for  the  range  of  government  in  general,  I 
would  think  the  greatest  incentive  in  the  world  would 
be  to  try  to  do  something  that  appeared  to  be  credible 
and  timely  and  rational  in  the  use  of  these  programs 
and  then  fight  about  whether  or  not  somebody  trespassed 
beyond  what  a  regulation  from  a  year  ago  meant  or  was 
meant  to  be. 

It  has  just  been  too  much  of  an  excuse  for  an 
avoidance . 


251 


CHAIRMAN  LEVITAN:  Mr.  Harrington,  your  reference 
to  my  experience  on  the  Hill  reminds  me  that  if  I  want 
to  see  you  again,  I  better  not  get  on  the  wrong  side  of 
your  secretary. 

Before  I  let  you  go,  I  have  just  one  point.  I 
think,  Mr.  Harrington,  that  what  you  have  suggested 
will  be  laid  in  your  lap  again.  The  act  which  creates 
this  Commission  tells  us  that  we  have  to  present  a 
draft  of  a  bill  to  Congress. 

It  will  be,  I  think,  up  to  you  to  deliver  if  BLS 
does  not.  So,  you  may  as  well  know  that,  whatever  the 
charge  you  gave  us,  it  is  something  that  will  again  be 
in  your  lap  17  months  from  now.  I  hope  we  will  have  a 
chance  to  talk  again  about  it  and  we  will  be  in  touch 
with  Jim  Costello  about  anything  that  is  developed  by 
the  Northeast-Midwest  Coalition  or  whatever  you  call 
yourselves . 

MR.  HARRINGTON:  We  are  going  to  change  it  to  the 
Coalition,  with  all  of  the  elitism  you  can  draw  from 
that. 

Let  me  make  one  more  point  at  the  expense  of 
Mr.  Moskow,  if  I  can.  I  think  Barry  Bosworth  is  an 
example  of  what  I  am  talking  about  by  way  of  a  paper 
tiger,  that  first  was  created  by  Ford  and  we  basically 
justified  or  rationalized  ourselves  last  year,  with  no 
teeth  to  deal  with  wage-price  activity. 

But  I  think  Bosworth  has  done  more  in  terms  of 
using  that  office  as  a  forum  to  jawbone  and  to  ticket 
people.  To  face  the  reality  of  how  futile  it  has  been 
to  date  in  dealing  with  it  as  we  have  anything  else.  I 
can  think  of  no  power,  nothing  there  except  an  office 
to  be  able  to  use. 

And  that  is  what  I  am  talking  about.  When  it 
comes  to  people  who  have  money,  a  mandate  ought  to  have 
some  sensitivity  as  to  what  is  happening  to  people  in 
terms  of  their  view  of  government  and  the  inability 
relevant  to  their  needs  day  to  day. 

And  I  am  not  taken  with  regulations,  restrictions 
or  impediments  or  delay,  and  I  hope  you  people  aren't 
either.     Well,  I  said  that  four  different  times. 
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CHAIRMAN  LEVITAN:  Excuse  me,  Mr.  Harrington.  Jim 
wanted  to  say  something.  Jim? 

MR.  COSTELLO:  I  just  wanted  to  mention  something 
about  the  $100  million  figure  because  I  think  it  is 
very  interesting.  It  relates  to  both  what  you  said  and 
Ms.  Wills  said  about  whether  or  not  what  Michael  is 
asking  for  here  is  possible. 

The  interesting  thing  about  the  $100  million 
figure  is  that  when  the  Bureau  of  the  Census  was 
finally  put  down  to  actually  coming  up  with  a  cost 
estimate  for  0MB  for  what  it  would  cost,  it  was  not 
$100  million;  it  was  not  $50;  it  was  not  even  $25;  it 
was  $15  million. 

And  ,  if  that  is  an  indication  for  the  initial 
resistance  you  get,  followed  by  the  facts  of  the  situa- 
tion, maybe  we  ought  to  be  pushing  harder. 

CHAIRMAN  LEVITAN:  Thank  you  very  much,  gentlemen. 
Thank   you,    Mr.   Harrington,   and  we  will  be   in  touch. 

I  wonder--is  Mr.  Leach  here?  Mr.  Arnold  was 
supposed  to  testify  in  the  morning.  We  ran  over 
schedule,  and  I  understand  he  has  to  catch  a  plane. 
Would  your  schedule  permit  you  to  stay  and  to  let  Mr. 
Arnold  go  first? 

MR.  LEACH:     Sure,  no  problem. 

CHAIRMAN  LEVITAN:    Mr.  Arnold,  the  floor  is  yours. 

Mr.  Arnold  is  the  director.  Research  and  Statis- 
tics, Utah  Department  of  Employment  Security.  Since 
some  of  my  best  friends  are  located  there,  welcome,  Mr. 
Arnold. 

STATEMENT  OF  RICHARD  J.   ARNOLD,  DIRECTOR, 
RESEARCH  AND  ANALYSIS, 
UTAH    DEPARTMENT    OF    EMPLOYMENT  SECURITY 

MR.  ARNOLD:  Mr.  Chairman,  members  of  the  Commis- 
sion, my  name  is  Richard  Arnold.  I  am  the  director  of 
the  Research  and  Analysis  Section  of  the  Utah  Depart- 
ment of  Employment  Security.  I  am  appearing  here 
before  you  as  a  representative  of  the  Interstate  Con- 
ference  of   Employment   Security  Agencies,    Inc.,  which 
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represents  the  Public  Employment  Service  and  Unemploy- 
ment Insurance  System  in  all  50  states,  the  District  of 
Columbia,  Puerto  Rico,  and  the  Virgin  Islands. 

I  appreciate  this  opportunity  to  present  our  views 
relating  to  employment  and  unemployment  statistics  to 
the  Commission.  I  would  first  like  to  emphasize  some- 
thing that  you  already  know  and  that  is  that  the  Con- 
ference of  Employment  Security  Agencies  is  something  of 
a  confederation  of  states  which  attempts  to  relate  and 
interrelate  problems  which  seem  to  be  common  to  the 
states . 

This  is  done  in  order  to  attempt  to  reach  solu- 
tions within  national  manpower  policies  that  are  bene- 
ficial to  each  state  as  well  as  to  help  Employment 
Security  do  a  better  job  in  each  state. 

Necessarily,  my  presentation  is  both  an  interpre- 
tation of  the  views  I  have  heard  expressed  by  my 
various  counterparts,  as  I  have  participated  with  them 
on  the  ICESA  Committee  for  Labor  Market  Information 
over  the  last  three  years,  and  a  reflection  of  some  of 
my  own  feelings  on  a  matter  which  needs  serious  atten- 
tion. 

Here   is   a  summary  of  the  statements  that  follow: 

First,  there  is  an  urgent  need  for  the  expansion 
of  personal,  social  and  economic  characteristics  con- 
cerning the  employed  and  the  unemployed. 

Second,  there  is  a  special  concern  that  the  ex- 
panded characteristics  data  noted  in  the  above  state- 
ment be  specifically  recognized  as  relating  to  an 
urgent  state  and  local  need  for  data  other  than  that 
required  by  the  national  government. 

Third,  there  is  a  need  for  a  change  in  the  tech- 
nology of  estimating  employment  and  unemployment  for 
the  state  and  local  areas. 

Fourth,  there  is  a  need  to  move  more  of  the 
responsibility  for  these  employment  and  unemployment 
estimates   made   below   the    state   level   to   the  states. 

As  for  the  first  recommendation,  my  feeling  is 
that  the  state  employment  security  agencies  have  little 
concern  at  this  point  that  the  Commission  will  not 
recognize  the  needs  for  expanding  the  availability  of 
data.  The  ad  hoc  committee  chaired  by  Mr.  Kaldahl 
brought    to    the    Commission's    attention   the   need  for 
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expansion  of  the  characteristics  data  relating  to 
employment  and  unemployment  statistics  from  the  Inter- 
state Conference,  and  this  Commission  is  meeting  our 
needs  in  this  area. 

The  recommendation  is  mentioned  principally  to 
note  that  the  states  of  the  employment  security  system 
continue  to  be  interested  and  that  this  interest  in 
adequate  employment  and  unemployment  statistics  is 
paramount  to  our  concerns  in  the  other  recommendations. 

As  to  the  second  recommendation,  over  recent  years 
there  has  been  a  tremendous  growth  in  the  demand  for 
statistics  concerning  the  employed  and  unemployed. 
This  growth  has  taken  on  at  least  three  aspects:  First, 
there  has  been  an  increase  in  the  demand  for  informa- 
tion that  is  available  concerning  the  employed  and 
unemployed  themselves;  secondly,  there  has  been  an 
increase  in  demands  for  new  and  additional  distribu- 
tions concerning  the  characteristics  of  the  employed 
and  unemployed,  and,  third,  there  has  been  an  increase 
in  the  kinds  of  uses  the  data  is  being  put  to  and  a 
change  in  the  makeup  of  the  users  of  employment  and 
unemployment  statistics. 

As  for  the  growth  in  each  of  the  above  aspects,  I 
am  sure  that  you  are  equally  as  aware  as  I  am  that 
involved  in  each  of  these  kinds  of  growth  is  a  group  of 
users  at  the  state  and  local  level  who  my  constituents 
and  myself  feel  are  not  fully  or  appropriately  recog- 
nized. They  are  the  state  and  local  users  of  employ- 
ment and  unemployment  statistics.  They  are  not  the 
same   as    the  national  users   of   state  and  local  data. 

Perhaps  spawned  by  CETA  legislation,  there  is  a 
spreading  belief  that  the  manpower  problems  of  the 
country  begin,  exist,  and  are  solved  perhaps  best  with 
local  level  input  and  involvement  of  local  users  who 
are  trying  to  plan  and  analyze  state  and  local  eco- 
nomics with  ever-increasing  intensity. 

If  I  may,  I  would  like  to  demonstrate  this  growth 
for  employment  and  unemployment  statistics  by  using  my 
own  state  and  the  requirements  for  data  as  affected  by 
national  legislation.  We  have  a  situation  where  the 
Utah  Department  of  Employment  Security  went  from  pro- 
ducing employment  and  unemployment  statistics  for  the 
state,  state  metropolitan  areas,  and  some  of  the  other 
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major  counties  ten  years  ago,  to  now,  where  we  produce 
unemployment  rates  for  over  100  cities,  all  counties, 
and  many  subcounty  areas. 

Another  example,  ten  years  ago  there  was  an  occa- 
sional demand  for  some  characteristics  of  the  employed 
or  unemployed,  such  as  age,  sex,  race,  occupation  by 
state  or  major  metropolitan  areas.  Today  this  same 
information  is  wanted  in  series,  on  a  monthly  basis,  in 
greater  detail,  and  for  many  counties  and  subcounty 
areas . 

Even  though  much  of  this  growth  in  the  interest  of 
employment  and  unemployment  statistics  has  been  ex- 
panded by  national  actions,  local  interests  have  also 
expanded  to  a  place  perhaps  where  there  is  a  growing 
local  belief  that  through  the  use  of  employment  and 
unemployment  statistics,  manpower  problems  can  be 
solved  or  beneficially  affected  by  local  analysis  and 
planning. 

Unfortunately,  when  the  demands  for  data  concern- 
ing the  employment  and  unemployment  statistics  at  the 
state  and  local  areas  began  expanding,  there  was  not 
and  had  not  been  sufficient  effort,  resources,  etc., 
put  into  assuring  the  availability  of  the  consistency 
of  such  data  between  states  and  particularly  between 
state  and  national  data.  State  and  locally  generated 
statistics  on  employment  and  unemployment  were  often 
not  particularly  conceptually  the  same  as  nationally 
produced  statistics. 

Also,  many  disaggregations  of  employment  and  unem- 
ployment statistics,  such  as  by  race,  sex,  occupation, 
and  industry  were  not  available  to  the  detailed  area 
levels  that  were  believed  needed  and  are  available 
nationally. 

Perhaps  a  good  case  at  point  lies  in  the  demand 
placed  upon  state  agencies  as  a  result  of  the  use  of 
unemployment  figures  in  CETA  funds  allocations.  For 
purposes  of  CETA  funding  in  the  states  and  counties, 
there  was  an  instant  need  for  considerable  improvement 
in  the  consistency  within  states  and  areas  of  unemploy- 
ment rates. 

In  order  to  achieve  this,  BLS  was  assigned  the 
responsibility  of  bringing  unemployment  estimates  into 
alignment.     While  my  constituents  will  argue  as  to  the 
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success  or  failure  of  this  undertaking  and  lean  towards 
failure,  it  is  my  belief  that  it  was  not  the  alignment 
to  a  conceptual  definition  that  was  so  bothersome,  but 
that  the  changed  alignment  has  destroyed  and  continues 
to  destroy  series  of  data  that  were  often  conceptually 
close,  at  least  arguably  so. 

These  changes  have  been  done  without  reestablish- 
ing the  series  so  that  the  data  could  have  use  for 
social  economic  purposes  at  the  state  and  local  levels 
for  other  than  CETA  funds  allocation. 

If  I  could  repeat,  there  are  local  demands  for 
data  that,  at  least  presently,  do  not  seem  to  receive 
recognition  for  their  importance  from  the  national 
level.  As  suppliers  of  that  data,  the  employment 
security  system  would  stress,  with  the  Commission,  a 
need   to   recognize  the  importance  of  these  data  users. 

As  to  recommendation  three,  there  is  not  a  viable 
alternative  to  the  maintenance  of  conceptual  defini- 
tions of  employment  and  unemployment  statistics.  While 
the  most  obvious  way  to  maintain  such  consistency  is  to 
use  the  same  methodology  from  one  area  to  another,  such 
requires  the  provision  of  a  precisely  consistent  set  of 
data.  In  the  case  of  employment  and  unemployment  sta- 
tistics, in  terms  of  use,  the  data  at  the  state  and 
local   levels  present  some  problems   to  be  dealt  with. 

There  are  two  significant  methodologies  for  pro- 
ducing employment  and  unemployment  statistics  on  a 
current  basis.  One  is  the  household  survey,  which  is 
by  far  the  best  known. 

The  second  system  consists  of  a  formula,  the  70- 
step  method,  that  uses  a  conglomerate  of  data  from  the 
unemployment  insurance  operation  of  the  state,  estab- 
lishment data  gathered  through  the  tax  function  of  the 
unemployment  insurance  system  which  produces  a  count  of 
the  number  of  jobs  and  series  of  inputs  from  the  afore- 
mentioned household  survey,  and  some  data  from  the 
census  of  population. 

Both  of  these  systems  have  significant  limitations 
and  offsetting  advantages  as  to  their  use.  From  the 
standpoint  of  national  statistics,  the  household  survey 
is  definitely  superior.  But  from  a  local  standpoint, 
particularly  below  the  state  level,  the  formula  metho- 
dology  provides    definite    advantages    specifically  for 
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local  users.  Stability  and  a  meaningful  relationship 
over    time    are    two    major    advantages    of    the  latter. 

Because  the  household  survey  is  a  sample,  the 
survey  loses  its  reliability  as  sampling  variances 
expand.  Attachment  one  shows  the  range  of  reliability 
of  the  household  survey  for  the  nation  and  for  the 
various  states  as  reported  by  BLS  for  1977. 

One  may  note  the  range  of  confidence  levels  are 
from  0.6  percent  to  1.6  percent  for  states,  while  the 
national  range  is  0.2  percentage  points. 

Generally,  in  discussions  referring  to  sample 
reliability,  it  is  used  in  the  context  that  the  true 
level  of  unemployment,  for  example,  in  the  case  of 
Utah,  can  be  expected  to  range  within  1.4  percentage 
points  about  80  percent  of  the  time.  A  somewhat  rarely 
mentioned  point  is  that  the  sample  not  only  may  vary 
through  the  1.4  percentage  point  range,  but  will  indeed 
vary  throughout  that  range. 

From  the  standpoint  of  national  economic  analysis 
the  .2  percentage  point  range  is  narrow  enough  for 
economic  analysis,  but  I  would  submit  that,  for  par- 
ticularly the  smaller  states,  the  1.4  percentage  point 
range  is  too  large  for  any  effective  economic  use.  I 
would  also  submit  that  even  in  the  allocation  of  funds 
this  sample  variation  creates  a  situation  where  some 
states,  and  areas,  etc.,  must  necessarily  get  more  than 
their  share  or  less  than  their  share  because  of  the 
function  of  chance  as  opposed  to  the  actual  level  of 
unemployment . 

Much  of  my  constituents'  concern  toward  employment 
and  unemployment  estimating  has  been  a  result  of  this 
condition. 

In  contrast,  the  formula  methodology  functions 
largely  by  relating  unknown  unemployed  structures  to 
known  unemployed  structures.  Because  of  the  nature  of 
the  structure  of  the  unemployed,  this  is  a  feasible 
method. 

However,  the  relationships  of  the  data  are  depen- 
dent on  the  maintenance  of  a  number  of  consistencies  in 
the  reporting  systems  in  order  to  maintain  their  relia- 
bility. 

Major  among  these  consistencies  are:  One,  the 
relationship    of    the    known    structures    to    the  unknown 
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structures  of  the  unemployed  must  remain  consistent. 
Second,  the  maintenance  of  the  known  data  must  be  con- 
sistent, for  example,  low  changes,  policy  change  must 
either  not  occur  or  be  fully  compensated  for.  Third, 
consistency  of  the  data  must  be  maintained  from  area  to 
area . 

That  is,  the  policies  relating  to  the  taking  of 
claims  must  be  consistently  followed  from  area  to  area. 
Left  to  itself,  the  formula  has  shown  significant  prob- 
lems in  adequacy  over  time  and  from  state  to  state. 
This  perhaps  is  an  understatement. 

Current  benching  methodologies  structured  by  the 
Bureau  of  Labor  Statistics  which  marry  the  two  systems 
within  the  sample  variance  ranges  noted  above,  in 
essence,  handles  most  of  the  state-to-state  variance 
and  much  of  the  in-state  variance  resulting  from  the 
above-noted  weaknesses  in  the  formula  system. 

If  the  household  survey  were  used  to  control  the 
sample  as  opposed  to  its  current  use  in  benching  unem- 
ployment rates,  I  believe  that  most  of  the  problems  in 
the  state  and  local  employment  and  unemployment  data 
would  be  solved.  The  data  would  be  conceptual;  it 
would  add  to  within  small  and  acceptable  variance  with 
that  provided  the  national  level  by  the  household  sur- 
vey, and  state  and  local  series  would  have  the  sta- 
bility to  be  used  locally  for  economic  analysis. 

As  to  recommendation  four,  internally  within  a 
state  there  is  one  other  group  of  inadequacies  result- 
ing from  strict  use  of  the  formula.  These  are  caused 
by  peculiar  economic  and  social  conditions  that  relate 
solely  to  a  single  area.  Under  current  national  state 
methodologies  there  is  not  a  way  to  compensate  for  such 
abnormalities . 

Yet,  I  would  submit,  there  needs  to  be  a  compensa- 
tion if  the  data  is  to  be  useful  as  an  economic  measure 
for  that  area  at  the  local  level. 

To  demonstrate,  let  me  again  use  a  Utah  example. 
It  is  not  an  unusual  case.  I  have  heard  representa- 
tives of  other  states  note  similar  or  worse  situations. 
The  strict  formula  methodology  generates  from  San  Juan 
County,  Utah  an  unemployment  rate  of  3.8  percent.  The 
area  has  a  large  Indian  population,  54  percent,  and 
relatively    little    in    the    way    of    an   economic  base. 
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It  is  doubtful  that  the  economics  of  this  area  as 
measured  by  the  unemployment  rate  is  superior  to  the 
State  of  Utah  rate  of  5.3  percent. 

Also,  another  area  where  Indians  make  up  a  sig- 
nificant portion,  12.1  percent,  notably  less  than  the 
portion  in  San  Juan  County,  has  an  energy-based  economy 
and  also  has  a  higher  rate  of  unemployment,  4.3  per- 
cent. We  believe  the  rate  of  unemployment  for  San  Juan 
should  be  more  like  8.3  percent. 

In  order  to  make  sense  out  of  the  San  Juan  situa- 
tion there  needs  to  be  a  breach  in  the  methodology  to 
compensate  for  the  failure  of  the  data  bases  to  ade- 
quately measure  the  employment  and  unemployment  situa- 
tion. Presently,  such  breaches  are  not  recognizable 
nationally  and  the  credibility  of  the  entire  system  of 
unemployment  estimating  is  often  brought  into  jeopardy. 

I  believe  that  if  the  methodology  control  were 
moved  more  towards  the  state  responsibilities  with  some 
maintenance  of  integrity  abilities  at  the  national 
level,  this  final  area  would  be  improved  in  the  uses  of 
employment  and  unemployment  statistics.  Most  of  the 
state  employment  security  agencies'  concerns,  as  I  have 
heard  them  expressed,  would  be  laid  to  rest. 

As  a  final  note,  in  the  above  discussion  I  have 
offered  some  ideas  as  to  how  I  believe  many  of  the 
state  employment  security  agencies'  concerns  might  be 
met.  I  recognize  that  there  are  undoubtedly  other 
viable  solutions.  The  heart  of  the  recommendations 
made  herein  is  that  the  problems  or  areas  of  concern  be 
dealt  with  in  some  viable  way  and  not  in  any  specific 
solution  that  may  be  offered. 
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CHAIRMAN  LEVITAN:     Thank  you  very  much. 
I  would  repeat  the  same  thing  that  I  raised  before 
with   Congressman   Harrington,    as    you   may   have  heard. 

MR.  ARNOLD.     Yes,  I  did. 

CHAIRMAN  LEVITAN:  I  am  sure  that  it  will  be  news 
to  Julius  Shiskin  that  I  am  the  champion  of  BLS,  but  at 
the  same  time,  ICESA  has  known  that  we  have  been  in 
business  now  for  several  months.  Has  ICESA  ever  pre- 
pared anything  for  us  that  would  be  useful  to  substi- 
tute for  the  Bureau  of  Labor  Statistics'  70-step 
method? 

Or  are  you  going  to  join  with  Mr.  Harrington  and 
kick  BLS,  but  not  come  up  with  anything  more  specific? 

MR.  ARNOLD:  I  think  that  the  marrying  of  the  two 
systems  is  more  specific-and  I  really  do  not  think  we 
ought  to  kick  BLS  too  badly. 

CHAIRMAN  LEVITAN:  You  have  done  quite  well 
already. 

MR.  ARNOLD:     I  have? 

I  think  the  marrying  of  the  two  systems  a  good 
step  forward.  I  think  where  we  are  breaking  down  is 
that  there  is  no  room  in  the  system,  the  way  it  exists 
now,  for  any  breach  of  methodology.  Controlling  the 
states  with  a  household  survey  would  be  one  suggested 
way  of  bringing  about  some  stability  and  making  the 
data  useful  for  other  functions. 

MS.    WILLS:      Could   I   ask  you  to   expand  on  that? 

CHAIRMAN    LEVITAN:      Excuse   me,    just    one  second. 
Mr.    Morgenstein   raised  his   hand  before.     Do  you 
want  to  join  us  at  the  table? 

MR.  MORGENSTEIN:  I  think  I  could  answer  your 
question. 

CHAIRMAN  LEVITAN:     But  you  had  better  join  us  here 
at  the  table  so  that  you  can  be  on  the  record. 
This  is  Mr.  Sam  Morgenstein,  ICESA. 
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MR.  ARNOLD:     Where  was  I? 

CHAIRMAN  LEVITAN:  You  were  about  to  marry  the  two 
systems . 

MR.  ARNOLD:  I  have  married  the  two  systems.  Our 
problems  lie  in  the  fact  that  we  cannot  breach  the 
methodology  and  in  the  fact  that  the  sample  at  the 
state  level  has  too  much  variance. 

If  we  controlled  the  formula  at  the  state  level 
with  the  sample,  it  would  do  away  with  the  excessive 
variance.  It  would  keep  the  data  so  that  it  was 
feasibly  usable.  It  would  take  away  the  disadvantages 
of  both  systems. 

MR.  POPKIN:  Would  you  clarify  what  you  are 
saying?  I  am  not  sure  I  followed  what  you  were  just 
saying. 

MS.  WILLS:  I  understand  the  sample  at  the  state 
level.  What  I  do  not  understand--and  maybe  this  is 
Sam's  concern,  too--is  below  state  level,  based  upon 
the  sample  or  utilization  of  the  UI  administrative  data 
in  terms  of  marrying  the  systems,  that  is  where  I  got 
lost 

MR.  ARNOLD:     All  right,   I  was  probably  too  brief. 

MR.  POPKIN:  Are  you  talking  about  the  state 
sample  as  a  constraint  and  that  you  should  decide  how 
to  allocate  it  among  the  counties  by  your  own  state 
formula? 

MR.  ARNOLD:  No. 

MS.   WILLS:     No.     That  is  not  what  he  is  saying. 

MR.  ARNOLD:  What  I  am  trying  to  say  with  that 
part  of  the  paper  is  the  state  administrative  data 
comes  up  to  one  total  for  unemployment.  The  sample 
comes  up  to  another  total  for  unemployment.  Now,  the 
final  adjustment  is  to  adjust  the  administrative  data 
to  the  sample  level. 
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And  then  all  the  counties,  all  the  areas  in  the 
state  are  automatically  moved  straight  up  or  down  pro- 
portionately. 

The  first  point  that  I  am  talking  about  is, 
instead  of  varying  that  state  total  within  the  sample 
and  the  variation  that  is  included  in  the  sampling 
procedure,  that  has  to  exist,  is  to  control  the  esti- 
mate so  that  over  a  period  of  time  the  administrative 
data  would  pass  through  the  sample  points,  if  we  were 
very  fortunate,  on  a  one-to-one  basis.  The  sum  of  a 
period   of   time   would   be    the    same    for  both  systems. 

And  that  is  what  I  mean  by  saying  control  the 
formula  with  the  sample  so  that  we  would  have  a  perfect 
correlation  over  time. 

CHAIRMAN  LEVITAN:  Mr.  Morgenstein,  you  raised 
your  hand  before.  You  wanted  to  say  something.  Now  is 
your  chance. 

MR.  MORGENSTEIN:  Well,  1  do  not  want  to  talk 
about  BLS. 

CHAIRMAN  LEVITAN:    You  usually  do. 

MR.  MORGENSTEIN:  Well,  I  once  worked  in  the  vine- 
yards of  the  Lord  there,  but  I  will  not  go  into  that. 

I  was  responding,  Sar,  to  your  specific  question 
about  what  is  ICESA  doing  about  looking  for  another 
game  in  town,  as  it  were.  Our  California  agency  is 
experimenting,  looking  at  the  entire  methodology  being 
used  currently,  and  we  hope  sometime  in  May  they  will 
come  up  with  findings.  What  they  will  be  I  do  not 
know. 

Specifically,  we  asked  them  to  do  several  things. 
One,  is  this  the  best  methodology  that  can  be  utilized? 
Two,  is  there  another  game  in  town?  And  I  personally 
think  there  is  not  in  relation  to  CPS.  Three,  what 
proposals  can  they  come  up  with  which  could  help  us  in 
some  of  the  issues  we  are  facing  in  developing  unem- 
ployment estimates? 

CHAIRMAN  LEVITAN:  Do  you  think  Mr.  Morgenstein, 
we  will   get   it  before   the   Commission's   life  expires? 
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MR.  MORGENSTEIN:  It  depends  on  how  long  you 
expect  to  live. 

CHAIRMAN  LEVITAN:  It  is  not  what  I  expect.  If 
the  law  is  already  there  and  we  do  not  expect  to  amend 
it,  we  will  go  out  of  existence  sometime  in  September 
of  1979  and  we  will  have  to  write  a  report  before  that 
date . 

MR.  MORGENSTEIN:  I  would  say  that  there  will  be  a 
paper  before  September  of  1979. 

CHAIRMAN  LEVITAN:  But  we  have  to  write  our  report 
before  that  time,  and  come  out  with  recommendations 
after  we  make  that  report. 

MR.  MORGENSTEIN:     All  right. 

I  suspect  that  you  will  have  it  much  before  you 
need  your  report. 

CHAIRMAN  LEVITAN:  I  just  would  repeat  something 
which  I  told  you  on  the  phone  privately:  I  wish  that 
ICESA  would  deliver  rather  than  keep  complaining.  That 
is  as  nicely  as  I  can  put  it  to  you. 

MR.  MORGENSTEIN:  All  right.  Let  me  repeat  some- 
thing I  told  you  privately,  too. 

CHAIRMAN  LEVITAN:  That's  right,  I  want  to  put  it 
on  the  record. 

MR.  MORGENSTEIN:  If  the  Commission  would  keep  us 
informed  as  quickly  as  they  expect  us  to  reply,  we 
would  do  that. 

CHAIRMAN  LEVITAN:    Mr.  Anderson? 

MR.  ANDERSON:  Mr.  Arnold,  I  wonder,  in  view  of 
your  comments  about  the  unemployment  rate  for  states — 
and  your  comment  is  similar  to  that  made  by  a  number  of 
other  witnesses--whether  the  problem  is  not  so  much  the 
estimate  of  unemployment  as  it  is  the  use  of  the  unem- 
ployment rate  as  the  basis  for  allocating  funds  for  a 
variety    of    economic    development   and   other  purposes. 
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I  am  beginning  to  wonder  whether  any  level  of 
confidence  in  these  statistics  would  really  take  the 
State  of  Utah,  the  State  of  Pennsylvania,  or  what  have 
you  where  they  really  want  to  go  in  stimulating  eco- 
nomic growth  and  dealing  with  some  of  the  very  serious 
problems  in  those  states  having  to  do  with  the  social 
and  economic  status  of  the  people. 

I  would  like  to  ask  you  this  question:  1.4  per- 
centage point  range,  with  90  percent  confidence.  Why 
is  that  too  great?  If  my  calculation  is  correct--let ' s 
assume  that  the  rate  of  unemployment  in  the  State  of 
Utah  last  month  was  the  same  as  in  April  and  March,  6 
percent--what  that  would  mean  is  that  the  rate  of  unem- 
ployment might  have  been  anywhere  between  4.6  percent 
and  7.4  percent. 

Now,  let's  say  that  we  looked  at  that  rate  of 
unemployment  over  some  period  of  time,  three  months, 
six  months,  and  use  the  trend  in  that  unemployment  rate 
as  the  basis  for  allocating  funds.  Would  you  come  out 
very  differently  from  where  you  would  arrive  if  in  fact 
the  range  was  1  percentage  point  or  one-half  percentage 
point  or  two-tenths  of  a  percentage  point?  What  is 
wrong  with  1.4  percentage  points? 

MR.  ARNOLD:  Let's  say  that  the  intent  of  Congress 
in  allocating  funds  is  to  put  them  into  areas  where 
they  have  economic  problems.  Now,  somewhere  in  the 
unemployment  rate  you  have  defined  what  an  economic 
problem  is.  And  let's  say  that  you  have  defined  that 
at  6  percent,  and  let  us  say  that  the  true  rate  is  6 
percent  in  Utah. 

The  range  is  plus  or  minus  seven-tenths  of  a  per- 
cent. So,  half  of  the  time  you  are  going  to  say  that 
Utah  has  no  unemployment  problem  and  the  other  half  of 
the  time  you  are  going  to  say  it  does,  just  by  chance, 
just  at  the  flip  of  a  coin   

MR.  ANDERSON:  Well,  then  isn't  the  problem 
really   

MR.  ARNOLD:    and  that  is  quite  a  range. 

When  the  national  economy  starts  to  fold  over,  it 
is  measured   in  tenths.     When  the  state  economy  starts 
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to  fold  over,  it  is  measured  in  tenths.  To  wait  until 
seven-tenths  of  those  have  passed  by,  you  have  waited 
well  past  the  crucial  point. 

MR.  ANDERSON:  I  just  wonder  whether  you  can  get 
where  you  want  to  go.  Wouldn't  it  be  better--take  your 
San  Juan  County,  a  county  with  50  percent  Indians--if 
you  really  wanted  to  get  at  the  grinding  social  and 
economic  problems  in  that  county  and  indeed  throughout 
the  state,  wouldn't  it  be  better  for  you  to  have  a 
measure,  not  just  of  the  unemployment  rate,  but  of  the 
disparity  between  the  unemployment  of  the  Indians  and 
the  Anglos  in  that  state,  some  idea  of  the  income  level 
of  the  Indians  in  others,  some  comparison  of  the  dis- 
tribution of  economic  distress,  rather  than  simply  the 
unemployment  rate? 

I  wonder  if  we  are  not  putting  too  much  stress  on 
the  use  of  the  unemployment  rate  as  the  basis  for 
making  judgments  about  economic  progress  rather  than 
looking  at  a  range  of  data.  I  would  simply  end  by 
asking  you  this  question:  What  have  the  states  them- 
selves done  to  improve  the  amount  of  information  avail- 
able on  these  questions? 

Why  wait  for  the  federal  government  to  do  this? 
Don't  the  states  have  the  authority  to  allocate  more 
funds  to  collecting  data,  to  examining  a  number  of 
these  questions?    What  have  the  states  done? 

MR.  ARNOLD:  Surely,  the  states  have  the  authority 
to  do  that.  The  states  also  have  the  authority  to 
redef ine--and  they  do  redefine--I  would  agree  with  you 
that  a  wider  range  of  data  needs  to  be  provided  and 
that  the  states  do  provide  that. 

CHAIRMAN  LEVITAN:  Ms.  Wills,  you  will  have  the 
last  question. 

MS.  WILLS:  I  am  learning  to  emulate  my  professors 
sitting  at  this  same  table,  and  everybody  is  giving 
assignments  to  the  speakers,  and  I  am  wondering  if  it 
would  be  possible  for  you   

CHAIRMAN  LEVITAN:    You  will  have  to  pay  union  dues 
to  the  Association  of  University  of  Professors  first. 
(Laughter. ) 
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MS.  WILLS:  You  spoke  in  your  testimony  about  the 
urgent  need  for  expansion  on  personal,  social  and  eco- 
nomic characteristics.  I  think  it  would  be  incredibly 
helpful  to  this  Commission  if  you  would  make  some 
recommendations  about  what  types  of  characteristics  and 
what   types   of   things  you  would   like  to  see  expanded. 

You  also — and  I  am  quite  sympathetic-referred  to 
the  state  and  local  data  needs  that  are  very  different 
in  many  cases  from  those  of  the  federal  government.  I 
would  like  some  suggestions  from  your  task  force  in 
terms  of  how  you  think  and  what  kinds  of  information 
you  think  are  needed  at  the  state  and  local  data  base 
that  are  different  than  what  we  need  at  the  national 
level.  Also,  suggestions  on  how  we  can  get  that  and 
keep  it  plugged  into  the  system. 

1  would  also  like  to  inquire  further-because  1  am 
still  lost  and  I  think  you  had  a  great  idea  except  I  do 
not  understand  it — as  to  the  concept  of  the  CPS  at  the 
local  level.  I,  frankly,  am  still  somewhat  confused  in 
terms  of  the  methodology  that  you  think  could  be  put 
into  place  in  that  system,  and  I  think  it  would  be  very 
helpful  to  us. 

MR.  MORGENSTEIN:  Mr.  Chairman,  may  I  make  one 
comment? 

CHAIRMAN  LEVITAN:     Indeed,  you  may. 

MR.  MORGENSTEIN:  Dr.  Anderson,  you  raised  a  ques- 
tion about,  why  don't  the  states  do  certain  things  in 
terms  of  research?  I  think  if  you  go  back  and  read  how 
the  states  are  funded  both  by  BLS  and  the  Employment 
and  Training  Administration,  you  will  find  the  answer 
to  that.  There  is  very  strict  and  tight  funding  for 
producing  certain  products. 

MR.  ANDERSON:  But  the  states  also  collect  taxes 
from  their  taxpayers,  and  it  would  seem  to  me  that  more 
of  those  taxes  could  be  allocated  to  answer  some  of  the 
questions . 

MR.  MORGENSTEIN:  That  goes  back  to  the  governor 
of  the  state. 
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CHAIRMAN  LEVITAN:  Mr.  Arnold,  the  note  that  I 
have  from  the  staff  is  that  you  have  to  leave  before 
3:00  to  catch  your  plane,  so  we  appreciate  very  much 
your  coming  here.  We  do  hope  that  you  will  supply  us 
with    the    additional    data    that   Ms.    Wills    asked  for. 

Since  the  Chairman  always  has  the  last  word,  I 
will  instruct  my  secretary,  Mr.  Morgenstein,  that  any 
time  you  call  collect  for  anything  you  want  from  the 
Commission,  we  will  honor  your  call. 

MR.  MORGENSTEIN:  Thank  you.  We  will  still  send  a 
messenger  over. 

MR.  ARNOLD:     Thank  you. 

CHAIRMAN  LEVITAN:     Thank  you  very  much. 

Mr.  Leach,  thank  you  very  much  for  waiting.  We 
are  sorry  to  delay  your  testimony.  Mr.  Daniel  Leach, 
U.S.  Equal  Employment  Opportunity  Commission. 

STATEMENT  OF  DANIEL  E.  LEACH,  VICE  CHAIRMAN, 
U.S.  EQUAL  EMPLOYMENT  OPPORTUNITY  COMMISSION 

MR.  LEACH:  Mr.  Chairman  and  distinguished  members 
of  the  National  Commission,  my  name  is  Daniel  E.  Leach, 
and  I  am  the  Vice  Chairman  of  the  United  States  Equal 
Employment  Opportunity  Commission.  I  wish  to  thank  you 
for  providing  my  agency  with  an  opportunity  to  react  in 
this   fashion  to  the  tentative  outline  of  your  report. 

Your  agenda,  I  must  say,  deals  with  an  extraordi- 
narily wide  range  of  issues.  As  to  some  of  the  items 
your  concerns  are  shared  and  it  .is  to  those  that  my 
remarks  will  be  addressed. 

In  this  regard,  I  speak  not  as  a  technician  or  as 
an  individual  steeped  in  understanding  the  nature  and 
sources  of  the  mass  of  statistical  data  accumulated  by 
government.  It  is  up  to  you,  in  part,  to  recommend 
better  ways  of  identifying,  sorting  out  and  utilizing 
the  data  which  is  collected.  Those  objectives  have 
become  extremely  important  to  my  agency,  particularly 
as  that  data  and  information  seeks  to  identify  the 
relative  position  of  people  in  the  workplace. 
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The  Equal  Employment  Opportunity  Commission  has 
come  to  rely  more  and  more  on  statistical  data  and  over 
the  next  decade  its  success,  in  my  judgment,  will 
depend,  in  part  at  least,  on  the  availability  of 
improved  information. 

For  instance,  we  will  need  to  know  the  composition 
of  the  American  labor  force  in  greater  detail  and  the 
changes  that  are  occurring  between  points  in  time. 
Though  not  always  the  case,  the  Commission  now  is  being 
asked  to  produce  sweeping  changes  in  the  names,  faces, 
colors,  complexions,  and  sexes  of  Americans  up  and  down 
the  employment  ladder.  That  is  becoming  the  yardstick 
used  to  measure  the  Commission's  effectiveness,  to 
bring  blacks  and  women,  Hispanics  and  others  into  the 
mainstream  of  the  economy. 

In  1972,  Title  VII  of  the  Civil  Rights  Act  was 
amended  to  permit  EEOC  to  enforce  its  decisions  in 
court,  to  institute  major  lawsuits  against  industries 
and  labor  unions.  And  just  as  the  agency's  enforcement 
authority  changed  to  reflect,  I  think,  a  stronger 
national  commitment,  so  did  the  issue  of  discrimination 
itself  change  in  terms  of  how  it  was  viewed  by  the 
Commission. 

Today,  under  Title  VII,  discriminaton  can  be  an 
isolated  event,  a  discrete  act,  one  which  is  unique  to 
each  individual  worker  affected.  Discrimination  is 
also  the  result  of  institutionalized  employment 
systems.  It  affects  broad  classes  of  persons.  It  is 
based  upon  sweeping  disparities. 

So,  under  Title  VII,  discrimination  must  be  met 
both  as  a  series  of  isolated  and  distinguishable  events 
and  as  an  entire  system  with  large-scale  effects.  On 
one  hand,  EEOC  must  deal  with  hundreds  of  thousands  of 
individual  grievances.  This  is  reflected  by  the  indi- 
vidual charge  process. 

On  the  other  hand,  the  Commission  must  deal  with 
pervasive  institutionalized  discrimination  at  which 
Title  VII  is  also  directed.  It  is  to  this  latter 
strategy  that  the  use  of  statistics  has  grown  so 
rapidly  and  with  such  complexity  in  Title  VII  matters. 

The  Supreme  Court  recognizes  the  particular  rele- 
vance of  statistics  in  employment  discrimination  cases. 
They  are   critical  in  court  when  endeavoring  to  estab- 
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lish  labor  markets,  pools  of  employment,  and  workforce 
utilization.  See,  for  example,  Hazelwood  School  Dis- 
trict V.  United  States,  433  U.S.  299  (1977)  and 
Teamsters  v.  United  States,  431  U.S.  324  (1977). 

Few,  if  any,  lawsuits  today  involving  class  issues 
and  requiring  comparisons  of  large  numbers  of  workers 
are  presented  without  expert  testimony  by  labor  econo- 
mists, statisticians  and  specialists  whose  presence  in 
the  Title  VII  arena  was  not  nearly  as  apparent  five  or 
six  years  ago. 

This  has  been  the  trend.  It  will  continue  and 
intensify.  In  the  Title  VII  world  there  needs  to  be 
better  information,  more  refined.  It  should  be  as 
current  as  possible. 

Increasingly,  the  judgments  of  my  agency  will  be 
dictated  by  the  quality  of  the  information  it  gets. 
Where  do  the  exclusionary  practices  still  exist  in  the 
economy?  Where  are  they  the  worst?  How  do  the  pro- 
tected classes  continue  to  be  affected?    And  so  forth. 

These  questions  must  be  answered  as  accurately  as 
possible  and  in  a  timely  fashion.  In  that  regard  it  is 
my  understanding  that  the  results  of  the  1980  census 
will  not  be  available  to  provide  data  on  the  social  and 
economic  characteristics  of  workers  by  state,  SMSA, 
county  and  city  until  1982  or  1983. 

It  is  encouraging,  however,  to  note  that  there 
will  be  a  census  in  1985  and  every  five  years  there- 
after. In  the  interim,  and  until  then  it  would  be  most 
helpful  if  greater  use  could  be  made  of  Current  Popu- 
lation Survey  and  CPS  data. 

This  is  only  a  suggestion.  There  may  be  others. 
As  you  know,  however,  the  Current  Population  Survey 
updates  are  now  unpublished.  But  it  will  be  five  years 
before  the  next  round  of  fresh  decennial  census  data 
appears.    That  concerns  me. 

I  said  I  am  not  a  technician  and  I  appreciate  some 
of  the  technical  problems  that  may  be  involved.  On  a 
monthly  basis,  or  even  quarterly,  I  understand  that  the 
sampling  error  for  various  subcategories  may  be  too 
large.  The  occupational  detail  would  likewise  be 
imprecise  and  in  some  cases  unusable  for  the  purpose  of 
comparing  an  employer's  staffing  profile  to  the  appro- 
priate benchmark. 
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But  annual  averages  may,  in  many  instances,  pro- 
vide sufficient  information  to  make  the  necessary 
determinations  as  to  the  statistical  evidence  in  a 
case.  Hopefully,  making  available  these  statistics  to 
corporations,  unions  and  civil  rights  enforcement  agen- 
cies would  encourage  the  use  of  affirmative  action 
programs  where  indicated  as  well  as  conciliations  and 
settlements  and  also  serve  as  the  basis  for  developing 
evidence  for  the  enforcement  efforts  of  EEOC  and  for 
the  courtroom. 

I  am  aware  that,  at  present,  the  Bureau  of  Labor 
Statistics  (BLS)  publishes  just  enough  of  the  informa- 
tion in  summary  form  to  suggest  the  availability  of 
more  data  on  SMSAs  and  other  subdivisions.  I  am  also 
aware  that  it  probably  would  be  quite  costly  to  publish 
the  information  with  greater  specificity. 

It  seems,  however,  that  a  necessary  and  vital  pur- 
pose exists  for  wider  dissemination  of  this  data.  I 
would  urge  you,  therefore,  to  recommend  that  immediate 
steps  be  taken  in  this  direction  and  pledge  the  coopera- 
tion of  my  own  agency  in  pursuing  this  with  the  Depart- 
ment of  Labor. 

I  feel  strongly  about  this.  In  my  own  area  I  see 
a  growing  demand  for  high  quality  data.  I  think  the 
government  should  do  everything  possible  to  accommodate 
this  requirement.  Perhaps  I  am  looking  ahead  a  little, 
but  that  is  how  I  understand  your  mandate,  to  think 
ahead,  to  think  long  range.  In  that  regard,  you  may  be 
assured  that  many  major  questions  involving  equal 
employment  opportunity  over  the  next  decade  will  result 
in  decisions  based  on  labor  force  analyses. 

There  are  other  elements  of  the  statistics  gather- 
ing and  reporting  process  that  could  perhaps  be 
tailored  more  to  the  particular  needs  of  Title  VII.  I 
am  not  at  all  clear,  for  example,  on  the  status  or 
impact  of  so-called  "discouraged"  workers  as  they  are 
reflected  or  not  reflected  in  the  labor  force.  EEOC 
records  demonstrate  a  disproportionate  number  of  blacks 
and  women  and  Hispanics  in  this  category. 

I  would  ask  too  that  you  examine  the  initial  ques- 
tion on  the  CPS  inquiry  with  men  being  asked  if  they 
worked  and  women  if  they  tended  the  home  during  the 
reference  week.    More  broadly,  greater  compatibility  as 
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between  information  systems  should  be  looked  at  to 
assure,  for  instance,  that  SMSA  occupational  categories 
meet  the  job  categories  identified  under  the  EEO 
reporting  system. 

On  that  point,  too,  we  should  be  getting  better 
information  on  the  officials  and  managers  category,  a 
better  breakdown. 

It  is  pertinent,  finally,  to  say  that  EEOC  is 
beginning  to  use  its  substantial  computer  capacity  as  a 
law  enforcement  tool.  Through  our  new  Office  of  Sys- 
temic Programs  we  have  begun  to  make  the  in  -depth 
inquiry  that  ultimately  must  form  the  basis  of  an 
informed  and  rational  judgment  upon  which  a  broad 
investigation  of  discrimination  can  be  handled, 
companywide,  industrywide,  geographically,  issue-by- 
issue,  or  however  else  those  old  slogans  are  now 
employed . 

For  example,  "No  blacks  need  apply,"  "Anglos  only" 
or  "This  is  men's  work."  The  words  may  no  longer  be 
visible,  but  they  are  there,  and  only  the  intelligent 
use  of  statistical  information  can  help  identify  them, 
do  it  fairly  and  strike  them  down,  taking  aim,  for 
example,  at  those  who  since  1964  have  done  virtually 
nothing  to  respond  to  the  mandate  of  Title  VII. 

You  and  your  recommendations  can  help  us  immensely 
in  this  endeavor.    Thank  you. 

CHAIRMAN  LEVITAN:    Thank  you,  Mr.  Leach. 
Sam,    since    you    have    to    leave,    do    you    have  a 
pressing  question? 

MR.  POPKIN:  Just  one.  Since  everybody  gives 
homework,  I  think  we  should  give  EEOC  a  little  double 
homework.  I  think  we  should  send  all  the  papers  we 
have  coming  in  on  the  dual  labor  market  to  them,  to  see 
if  they  have  any  suggestions  to  add.  Whether  or  not 
there  are  dual  labor  markets  is  obviously  directly 
related  to  whether  or  not  the  data  that  has  been  col- 
lected serves  the  needs  of  EEOC. 

And  we  should  make  sure  we  get  specific  sugges- 
tions on  specific  wordings,  and  I  do  thank  you  for 
starting  to  breach  the  subject  for  us. 
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CHAIRMAN  LEVITAN:  Mr.  Leach,  I  wonder  whether  you 
still  remembered  the  Kennedy  era  when  you  testified?  I 
thought  that  you  were  going  to  tell  us  what  data  you 
have  for  us,  and  now  I  see  that  you  are  looking  for 
data.    What  have  you  done  for  us  lately? 

We  have  had  some  testimony  about  the  richness  of 
data  that  would  help  both  the  Commission  and  the 
nation.  Except  for  the  final  point  here,  which  I  was 
hoping  you  might  develop  a  little  more,  you  do  not  tell 
us  what  kind  of  data  we  can  get  from  you  that  would 
fill  in  the  statistical  gaps. 

MR.  LEACH:  Well,  I  am  going  to  have  to  look  at 
it.  Perhaps  I  can  have  some  of  our  staff  people  get 
together  with  your  staff  and  discuss  what  your  needs 
are.  1  must  say  that  your  mandate  and  your  mission  was 
only  brought  to  my  attention  rather  recently.  I  think 
it  is  extraordinarily  important. 

I  think  that  we  share  a  great  deal  in  common  in 
terms  of  our  objectives.  I  think  that  you  can  help  us 
very  much,  and  I  will  be  glad  to  see  in  what  ways  we 
will  be  able  to  help  you. 

CHAIRMAN  LEVITAN:    Thank  you. 
Now,  Mr.  Moskow. 

MR.  MOSKOW:  Well,  on  this  same  point,  it  is  my 
understanding  that  EEOC  does  collect  information  on 
workforce  broken  down  by  racial  and  ethnic  categories 
by  employers. 

MR.  LEACH:     That  is  right. 

MR.  MOSKOW:  It  seems  that  some  of  the  information 
that  you  mentioned  here,  specifically  the  point  that 
you  mentioned  of  getting  better  information  on  the 
officials  and  managers  category,  I  assume  by  race  and 
sex,  it  seemed  to  me  that  your  own  data  would  have  a 
much  better  breakdown  of  that  than  anything  that  BLS 
could  possibly  collect. 

MR.  LEACH:  But  the  point  here,  Mr.  Moskow,  if  you 
will  permit  me,   is  that,  yes,  we  do  have  a  sufficient 
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base,  but  we  need  to  compare  our  data  base  with  the 
existing  labor  market  to  see  whether  or  not  we  have  a 
case. 

In  other  words,  if  we  can  demonstrate  basically  a 
Title  VII  case,  if  we  can  demonstrate  that  classes  of 
people  are  not  being  utilized  in  a  work  environment-- 
and  we  know  what  that  work  environment  looks  like 
because  the  employer  through  the  EEO-1  gives  us  that-- 
but  we  need  a  benchmark  and  the  benchmark  is  SMSA 
information  basically.  That  is  our  benchmark.  If  we 
want  to  find  out  what  the  relevant  labor  market  looks 
like,  we  start  with  the  SMSA. 

That    forms   the  basis   of  our  enforcement  action. 

CHAIRMAN  LEVITAN:  But,  Mr.  Leach,  wouldn't  you 
need  very  detailed  data  for  that  which  is  beyond  the 
capability  of  BLS  to  develop?  You  did  not  want  to  kick 
BLS-if  you  want  to  kick  BLS,  be  my  guest. 

MR.  LEACH:  I  think  it  is  there,  Mr.  Chairman. 
The  courts  have  been  generous  in  accepting  the  SMSA  as 
that  benchmark  and  the  detail,  whatever  detail  we  can 
find  in  it. 

CHAIRMAN  LEVITAN:  Would  it  be  improper  to  suggest 
that  maybe  the  courts  do  not  accept  proper  data? 

MR.    LEACH:     I  would  not  venture   into  that  area. 

CHAIRMAN  LEVITAN:  I  guess  I  should  not  either. 
Mr.  Anderson. 

MR.  ANDERSON:  Yes,  Mr.  Leach,  I  am  glad  to  see 
you  again. 

MR.    LEACH:     It  is  good  to  see  you.  Dr.  Anderson. 

MR.  ANDERSON:  For  the  Commission,  I  simply  reit- 
erate what  Sam  Popkin  said  before  he  left  and  also  the 
Chairman.  I  would  be  very  interested  in  the  EEOC  data 
base,  which  I  think  is  a  very  rich  data  base-you  not 
only  have  information  on  the  labor  force,  you  have  data 
on  unions,    on  state  and  local  government,  and  others. 
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MR.  LEACH:     Educational  institutions. 
MR.  ANDERSON:     That  is  right. 

I  think  that  we  would  benefit  from  some  statement 
from  the  EEOC  on  the  availability  of  that  source  of 
information  for  enlarging  our  understanding  of  what  is 
happening  in  labor  markets  and  if  you  could  respond  in 
that  way,  I  would  be  most  appreciative. 

MR.  LEACH:  I  would  be  glad  to  provide  you  with  a 
breakdown. 

CHAIRMAN  LEVITAN:  Mr.  Moskow,  were  you  going  to 
ask  another  question. 

MR.  MOSKOW:     I  was  but  --- 

CHAIRMAN  LEVITAN:     Go  ahead,  I  am  sorry. 

MR.  MOSKOW:  It  was  just  on  this  same  point  of 
these  categories.  I  would  think  that  when  you  get  down 
to  these  very  fine  breakdowns  by  occupation  and  by 
level  within  an  occupation,  which  I  know  you  sometimes 
have  to  look  at  in  these  cases,  here,  too,  I  think  we 
are  getting  way  beyond  what  we  could  reasonably  expect 
the  Bureau  of  Labor  Statistics  to  gather  in  the  regular 
course  of  their  Current  Population  Survey  in  their 
establishment  of  data. 

I,  too,  would  share  what  everyone  else  here  has 
said.  I  think  the  first  step  would  be  to  get  from  EEOC 
a  statement  of  what  data  you  are  getting  now,  how  you 
are  compiling  it,  and  how  it  is  being  distributed  and 
disseminated. 

MR.    LEACH:     Okay,   that  is  a  good  idea.     I  agree. 

CHAIRMAN  LEVITAN:    Ms.  Wills. 

MS.  WILLS:  Just  while  we  are  adding  to  the 
assignment,  on  the  top  of  page  four  you  mention  CPS 
updates  that  are  unpublished.  It  is  really  a  point  of 
clarification.  Are  you  talking  about  unpublished  data 
as  it  relates  to  certain  populations,  for  example, 
Hispanics? 


276 


MR.  LEACH:  Yes,  by  sex,  race,  and  beneath  the 
state  category. 

MS.  WILLS:     Beneath  the  state? 

MR.  LEACH:     Right.     The  subcategories. 

MS.  WILLS:     Okay.     It  was  simple. 

CHAIRMAN  LEVITAN:  Thank  you  very  much,  Mr.  Leach. 
We  will  be  in  touch  with  your  staff  for  any  additional 
data.     Thank  you  very  much. 

Testifying  for  the  U.S.  Conference  of  Mayors  is 
Mr.  Mel  Mister.  I  am  going  to  call  you  "Mel,"  not  "Mr. 
Mister." 

MR.  MISTER:  Well,  I  hope  so.  I  hope  I  can  call 
you  "Sar,"  rather  than  "Chairman." 

CHAIRMAN:    You  have  called  me  worse  before. 

STATEMENT    OF    MELVIN    MISTER,  DIRECTOR, 
INSTITUTE  FOR  URBAN  AND  REGIONAL  ANALYSIS, 
U.S.  CONFERENCE  OF  MAYORS 

MR.  MISTER:  I  am  Melvin  Mister,  director  of  the 
Conference  of  Mayors'  Institute  for  Urban  and  Regional 
Economic  Analysis.  On  behalf  of  the  Conference  of 
Mayors,  I  want  to  thank  you  for  the  opportunity  to 
present  our  views  on  the  needs  of  city  governments  for 
improved  federal  labor  force  statistics. 

From  the  perspective  of  city  government  there  are 
two  general  purposes  of  local  labor  force  and  unemploy- 
ment statistics.  The  first  is  the  design,  analysis  and 
evaluation  of  policies  and  programs  that  seek  to 
improve  employment  prospects   and  reduce  unemployment. 

The  second  is  the  use  of  local  area  labor  force 
data  in  federal  and  state  aid  formulas.  The  latter 
divides  itself  essentially  into,  first,  data  used  as 
program  triggers  and,  secondly,  data  used  for  alloca- 
tion or  matching  formulas. 

There  was  a  time  when  mayors  were  largely  respon- 
sible only  for  putting  out  fires,   catching  crooks  and 
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collecting  garbage.  Today  economic  development,  man- 
power, housing  and  community  development  are  all  impor- 
tant elements  of  a  mayor's  responsibility.  Unfortu- 
nately, federal  statistical  services  have  not  kept  pace 
with  the  increasingly  significant  role  played  by  local 
government . 

State  and  local  area  unemployment  statistics  are 
now  used  to  allocate  by  formula  over  $16  billion  of 
federal  aid.  Major  federal  programs  such  as  the  anti- 
recession fiscal  assistance  program,  CETA,  Public  Works 
and  Economic  Development  Act  of  1976  are  geared  to 
rates  and  levels  of  employment  and  unemployment.  Thus, 
methods  used  to  collect  such  data  can  have  very  signif- 
icant  impacts   on  the  revenues  of  local  jurisdictions. 

As  to  local  needs,  mayors  are  involved  in  making 
critical,  local  political  decisions  affecting  the 
pattern  of  economic  growth  in  their  cities  and  sur- 
rounding areas.  In  recent  years  the  fiscal  problems  of 
local  government  have  deepened,  and  stagflation  has 
widened  the  gap  between  local  revenues  and  exenditures. 

City  governments,  with  federal  assistance,  have 
increasingly  turned  to  efforts  to  strengthen  their 
local  economies  as  a  means  to  improve  the  fiscal  health 
of  city  government. 

With  a  priority  concern  about  residents  of  their 
jurisdiction  benefiting  from  increased  local  economic 
activity,  the  absence  of  timely,  reliable,  accurate 
city  labor  force  and  unemployment  statistics  has  been 
very  frustrating.  All  too  often  the  official  statis- 
tics conflict  with  the  mayor's  personal  knowledge  about 
what  is  happening  in  his  community. 

A  wealth  of  data  is  available  to  local  government 
from  public  and  private  sources.  Its  quality  varies 
enormously;  it  was  collected  at  different  times  for 
different  purposes.  We  urge  the  Commission  to  address 
the  technical  assistance  needs  of  local  government  in 
making  use  of  this  wealth  of  data  for  local  decision- 
making about  economic  development  and  manpower. 

The  absence  of  timely  federal  labor  force  and 
unemployment  data  for  cities  has  forced  local  govern- 
ment to  use  various  sources  to  obtain  estimates. 
Technical  assistance  is  needed  to  assist  local  govern- 
ment   in    raising    their    standards    for    collecting  and 
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using  labor  force  and  unemployment  data  from  a  variety 
of  sources. 

In  addition  to  technical  assistance,  the  time  has 
arrived  for  the  federal  statistical  pendulum  to  swing 
in  the  direction  of  data  for  cities.  There  is  a  grow- 
ing need  and  a  capacity  to  use  labor  force,  unemploy- 
ment, and  other  data  for  microeconomic  analysis  at  the 
local  level. 

This  year's  White  House  Conference  on  Balanced 
Economic  Growth,  the  President's  urban  policy  pro- 
posals, the  renewed  interest  in  neighborhoods  are 
indicative  of  the  need  for  more  disaggregation  of 
existing  data,  for  increasing  sample  sizes,  and  perhaps 
for  collecting  additional  information. 

Secretary  Kreps  stated  the  problem  succinctly 
before  the  Joint  Economic  Committee  earlier  this  year 
when  she  said,  "Even  if  we  fully  meet  or  surpass  our 
national  economic  growth  targets,  we  will  have  solved 
only  part  of  our  economic  dilemma.  For  behind  the 
national  totals  of  GNP,  prices,  and  employment  there  is 
a  diverse  picture  of  the  health  of  the  American  economy 
.  .  .  Nowhere  are  these  problems  more  clearly  seen  than 
in  the  differences  in  unemployment  rates  by  various 
demographic  categories." 

It  is  our  hope  that  the  Commission  will  find  ways 
to  economically  expand  the  amount  of  disaggregated 
information  made  available  to  local  government  to  meet 
their  decisionmaking  needs.  We  generally  support  the 
suggestions  made  in  Harold  Goldstein's  September  1977 
paper  on  "State  and  Local  Labor  Force  Statistics"  to 
improve  labor  force  data  for  analytical  and  other  pur- 
poses . 

In  addition,  we  believe  that  inadequate  resources 
are  available  to  produce  the  accurate,  small  area  labor 
force  and  unemployment  data  needed  by  cities.  Less 
than  $4  million  is  included  in  the  FY  '  79  budget  for 
the  Current  Population  Survey,  the  major  source  of 
unemployment  data.  Yet,  the  results  influence  federal 
spending  of  $16  billion  of  federal  money  plus  countless 
state  and  local  decisions  which  affect  the  lives  of 
millions . 

We  also  urge  the  Commission  to  explore  means  for 
local  government  data  collection  to  be  used  by  the  city 
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and  by  the  federal  government  for  decisionmaking.  It 
might  be  possible  for  the  federal  government  to  set 
standards  for  local  government  or  private  contractors 
to  use  in  collecting  labor  force  and  unemployment  data. 

Problems  of  bias  and  uniformity  must  be  addressed. 
It  may  be  difficult  to  aggregate  local  data  for  use  in 
the  allocation  of  federal  funds.  The  Commission  could 
provide  a  valuable  service,  however,  by  determining  to 
what  extent  a  combination  of  federal  standards,  tech- 
nical assistance  and  strengthening  of  local  data  col- 
lection could  improve  the  manner  in  which  the  inter- 
governmental system  deals  with  labor  force  and  unem- 
ployment issues. 

As  to  allocation  of  federal  funds,  there  is  an 
urgent  need  to  clarify  the  technical  and  policy  issues 
involved  in  the  use  of  statistical  data  in  grant-in-aid 
formulas  and  as  triggering  mechanisms  to  determine  when 
a  program  should  start  and  stop. 

The  political  process  will  ultimately  determine 
the  goals  of  federal  programs,  and  the  executive  and 
legislative  branches  should  be  urged  to  give  earlier 
and  greater  attention  to  issues  in  devising  grant-in- 
aid  formulas.  It  is  not  possible  or  desirable  to 
expect  the  precision  in  legislation  required  by  statis- 
tics which  can  be  made  available  at  reasonable  cost. 

In  any  case,  it  may  help  to  distinguish  the  ways 
in  which  unemployment  data  are  used  in  the  grant  legis- 
lation and  to  determine  what  is  vital  to  the  provi- 
sions, what  could  be  changed,  and  the  options  that  are 
available.  As  illustrative,  the  statistical  indexes 
are  used  for  triggering  and  for  formula  distribution, 
if  a  formula  is  used. 

Triggering  is  essentially  in  two  parts,  each  of 
which  could  be  separated  and  dealt  with  independently 
in  my  view.  There  is  the  triggering  mechanism  which 
determines  whether  the  program  is  to  be  funded.  Such 
triggering  could  be  set  off  by  nationwide  indexes  and 
in  most  instances  such  a  nationwide  index  is  used  in 
the  statutes,  for  example,  6  percent  unemployment  or 
unemployment  in  excess  of  4.5  percent. 

There  is  also  the  triggering  mechanism  which 
determines  eligibility  for  grant  funds.  The  point  to 
be    underscored    is    that    when    the    trigger  mechanism 
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determines  eligibility  of  a  local  government  for  size- 
able federal  funds,  particularly  if  the  provisions  call 
for  eligibility  on  an  all  or  none  basis,  a  heavy  weight 
is  placed  on  the  fragile  statistics.  The  local  eligi- 
bility requirements,  however,  do  not  have  to  be  tied  to 
the  overall  trigger. 

It  may  also  be  useful  to  step  back  and  ask  why  the 
trigger?  Is  the  triggering  mechanism  essential  to  the 
purpose  of  the  aid,  or  would,  for  example,  a  permanent 
continuing  program  be  preferable? 

Apart  from  the  trigger,  there  is  the  formula  for 
distribution  and,  in  theory,  matching  requirements.  If 
the  trigger  and  eligibility  mechanisms  could  be  worked 
out,    the  allocative   formula  problem  is   less  complex. 

It  is  our  hope  that  the  Commission  will  address 
policy  issues  such  as  these  about  the  use  of  unemploy- 
ment and  labor  force  data  in  addition  to  the  types  of 
data  collected  and  improving  definitions  of  unemploy- 
ment. 

There  should  be  a  relationship  between  the  type  of 
data  collected  and  the  purposes  for  which  it  is  to  be 
used.  Too  often,  we  have  confronted  a  strong  desire  on 
the  part  of  the  federal  statistical  official  to  avoid 
policy  issues  on  the  grounds  that  it  will  produce  bias. 
The  Commission  could  perform  an  important  function  by 
tempering  this  "just  the  facts"  approach  with  sensible 
policy  considerations  about  priorities. 

The  recent  experience  with  the  Bureau  of  Labor 
Statistics  changing  the  way  unemployment  is  measured 
has  been  a  frustrating  and  disappointing  experience  for 
local  governments.  In  the  name  of  better  data,  with 
inadequate  policy  analysis,  official  unemployment  esti- 
mates have  been  changed. 

In  testifying  before  the  Congress  on  this  issue 
which  affects  so  many  federal  aid  programs  of  impor- 
tance to  the  cities.  Mayor  Moon  Landrieu  made  the  fol- 
lowing recommendations  on  behalf  of  the  Conference  of 
Mayors : 

First,  any  major  changes  for  calculating  unemploy- 
ment levels  should  be  delayed  until  the  Coimnission  on 
Employment  and  Unemployment  Statistics  has  issued  its 
final  report.  The  Commission  will  be  exploring  all 
aspects  of  unemployment  measurement,  including  the  fact 
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that  none  of  the  present  procedures  takes  into  account 
"discouraged  workers." 

It  also  will  be  making  recommendations  on  how 
Congress  can  place  less  reliance  on  unemployment  sta- 
tistics in  program  allocation  formulas. 

Second,  the  Current  Population  Survey  sample 
should  be  expanded  so  that  the  CPS  can  be  used  more  at 
the  local  level.  The  Conference  of  Mayors  recognizes 
that    the    cost    of    such   an   expansion   could  be  great. 

Therefore,  limiting  the  expansion  to  those  states 
where  most  of  the  unemployment  is  should  be  a  consid- 
eration. Generally,  reliable  unemployment  estimates 
could  be  derived  for  the  other  areas  by  combining  the 
present  old  and  new  procedures. 

On  this  point,  it  is  important  to  note  that  over 
70  percent  of  CETA  Titles  I,  II  and  VI  dollars  were 
allocated  last  year  to  just  those  19  states  which  con- 
tain the  30  SMSAs  where  the  CPS  is  now  used  to  some 
degree.  The  cost  of  expanding  the  CPS  for  applicaton 
in  these  states  would  be  a  tiny  percentage  of  the 
present  billions  of  dollars  allocated  on  the  basis  of 
unemployment  statistics. 

Third,  data  should  be  collected  for  at  least  the 
next  six  months  for  both  the  old  and  new  procedures. 
Only  in  this  manner  will  satisfactory  analyses  be  able 
to  be  made. 

Fourth,  at  the  minimum,  the  new  procedures  should 
be  delayed  until  the  potential  effects  on  the  distribu- 
tion of  employment  and  unemployment  can  be  determined 
adequately. 

Fifth,  the  use  of  Current  Population  Survey  data 
should  be  continued  for  all  30  SMSAs  and  11  central 
cities   under  any  new  method  where   it  is  now  applied. 

Sixth,  if  the  new  procedures  are  continued  to  be 
implemented.  Congress  immediately  should  review  all 
legislative  allocation  formulas. 

These  formulas  were  based  on  certain  distributions 
of  unemployment  at  the  time  of  passage.  No  matter  what 
method  is  more  accurate,  it  would  be  inequitable  to 
continue  funding  under  the  present  formulas  without 
some  adjustments  if  cities  are  to  be  negatively 
affected  by  the  new  procedures. 
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These  suggestions  are  illustrative  of  the  approach 
which  the  Conference  of  Mayors  favors  in  dealing  with 
changes  in  policy  while  protecting  the  objectivity  of 
the  data  collection  process. 

I  would  like  to  submit  for  your  use  a  copy  of  a 
special  report,  "Methods  for  Collecting  Employment  and 
Unemployment  Statistics"  (see  Appendix  B) .  It  was 
prepared  in  connection  with  our  discussions  with  BLS. 
You  will  note  that  on  page  2  of  this  document  we 
recommend  delaying  changes  until  this  Commission  issues 
its  report. 

We  urge  you  to  give  priority  attention  in  your 
report  to  the  needs  of  local  government  for  better  data 
and  an  improved  capacity  to  deal  with  labor  force  and 
unemployment  data. 

In  addition,  we  hope  the  Commission  will  not  be 
timid  in  proposing  large  and/or  more  frequent  surveys 
if  that  is  necessary  to  produce  timely,  accurate  data 
required  to  achieve  federal  objectives  which  have  been 
determined  through  the  political  process. 
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CHAIRMAN  LEVITAN:  Mel,  I  do  not  know  whether  it 
would  be  proper,  but  just  to  correct  the  record:  on 
page  1,  you  say  disparagingly  that  there  was  a  time 
when  all  that  mayors  did  was  catch  crooks  and  collect 
garbage.  Would  you  accept  it  and  wish  they  still  would 
be  doing  it? 

MR.  MISTER:  I  did  not  say  that  they  were  doing 
it.  I  said  that  they  were  largely  responsible  only  for 
doing  that.  That  does  not  deal  with  their  performance 
at  all. 

CHAIRMAN  LEVITAN:  If  they  were  still  doing  that 
today,    you   would  not  accept  that?     Is   it  all  right. 

MR.  MISTER:  My  point  was,  Sar,  that  it  is  their 
responsibility  to  expand  it.  I  have  said  nothing  about 
a  judgment  on  their  performance. 

CHAIRMAN  LEVITAN:     Mr.  Moskow. 

MR.  MOSKOW:  I  appreciate  your  testimony  and  the 
papers  you  provided  will  be  very  helpful  to  us,  and  it 
shows  a  great  deal  of  preparation. 

Just  a  couple  of  points:  There  is  no  question  we 
are  going  to  give  priority  attention  to  this  area  of 
state  and  local  governments  in  our  statute  and  statu- 
tory mandate  for  the  Commission,  and  it  is  one  that  has 
already  been  discussed,  so  I  can  assure  you  on  that 
account. 

But  some  of  the  issues  you  raised  here  I  really 
think  are  beyond  the  scope  of  the  Commission.  You 
mentioned,  for  example,  on  page  6,  "It  is  our  hope  the 
Commission  would  address  policy  issues  such  as  these." 
And  then  one  of  them  that  you  had  referred  to  is  in  the 
first  full  paragraph  on  that  page,  "It  may  also  be 
useful  to  step  back  and  ask  why  the  trigger?  Is  the 
triggering  mechanism  essential  to  the  purpose  of  the 
aid  or  would,  for  example,  a  permanent  continuing  pro- 
gram be  preferable?" 

In  my  view,  considering  an  issue  like  that  is 
clearly  not  within  the  mandate  of  the  Commission.  I 
would  think  that  that   is   a   congressional  decision,  a 
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key  public  policy  decision,  how  to  meet  a  specific  need 
that  the  Congress  had  recognized,  and  we  are  supposed 
to  look  at  the  statistics  that  would  be  used.  And  that 
would  clearly  be  beyond  it. 

MR.  MISTER:  I  agree.  Triggering  on  a  policy 
issue,  how  it  ought  to  be  handled,  what  kind  of  statis- 
tics can  be  most  cost-effectively  produced  to  deal  with 
it,  are  questions  that  the  Commission  might  help  us  to 
throw  some  light  on.  The  question  of  whether  or  not 
there  ought  to  be  triggers  is  another  issue.  And  I 
would  agree  with  you  that  that  is  beyond  the  scope  of 
the  Commission. 

In  fact,  I  tried  to  say  in  this  statement  that  the 
political  process  has  to  decide  some  questions  and  it 
will  never  decide  them  in  a  way  that  is  satisfactory 
for  the  statistical  people,  and  I  think  we  are  going  to 
have  to  accept  that  fact. 

But  once  those  judgments  are  made  or  in  the 
process  of  being  made,  I  would  hope  that  the  Commission 
could  throw  some  light  on  the  difficulties  of  alterna- 
tive approaches  from  a  statistical  standpoint.  There 
is  some  gray  area  there  that  I  think  the  Commission  can 
operate  in,  and  I  would  like  for  you  to  go  as  far  as 
possible  in  helping  the  political  people  make  those 
judgments  about  triggering  and  nontriggering  and  what 
kind  of  definitions  to  use  for  triggering  in  as  intel- 
ligent a  way  as  possible.  When  the  law  is  passed, 
somebody  has  to  try  to  implement  it. 

But  I  would  agree  with  you  that  my  statement 
probably  suggests  that  you  should  do  something  which  is 
beyond  your  mandate. 

MR.  MOSKOW:  All  right,  the  other  question  I  had 
is  there  are  a  number  of  people  who  have  testified  that 
rather  than  using  a  measure  of  unemployment  for  distri- 
bution of  funds,  they  would  recommend  measures  of 
income  be  used  in  variations,  maybe  real  income, 
adjusting  for  differences  in  prices  throughout  the 
country  or  other  variations  such  as  those. 

But  it  is  a  conceptually  different  approach  to 
distributing  funds  in  many  of  the  block  grant  types  of 
programs  that  we  now  have  and  I  wonder-I  have  not  read 
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this  backup  paper--if  the  Conference  has  any  position 
on  this  or  whether  you  personally  have  a  view  on  it 
that  you  would  like  to  express  to  us. 

MR.  MISTER:  No,  the  Conference  of  Mayors  does 
not.  In  connection  with  the  President's  urban  policy 
message,  a  number  of  mayors,  along  with  our  staff,  are 
trying  to  figure  out  if  there  is  some  method  for  coming 
up  with  a  uniform  measure  of  distress. 

That  is,  a  number  of  the  new  Presidential  propo- 
sals involve  giving  money  to  cities  based  on  their 
degree  of  distress.  Some  of  the  programs  seem  to  have 
similar  objectives,  and  we  are  trying  to  see  if  there 
is  one  set  of  criteria  that  could  apply  to  several 
federal  programs. 

And,  in  all  of  those  discussions,  we  have  talked 
about  using  unemployment  but  including  other  factors  as 
well.  There  is  some  skepticism  on  the  part  of  the 
people  who  are  working  on  it  about  how  far  we  can  go 
because  the  political  decision  about  what  factors 
should  be  taken  into  account  is  really  going  to  be 
determinative . 

That  is  why  I  say  as  much  help  as  we  can  get  from 
experts  like  yourselves  on  what  the  limits  are  of  sta- 
tistical activity  would  be  very  helpful  in  making 
these,  frankly,  political  decisions. 

In  some  of  the  programs  that  exist  now,  like  the 
community  development  block  grant  program,  which  you 
are  certainly  very  familiar  with,  and  the  action  grant 
program,  we  came  up  with  more  than  one  factor. 

So,  there  are  some  cases  where  we  are  doing  that 
now,  but  still  I  think  I  would  like  to  be  in  a  posi- 
tion, and  the  Conference  would  like  to  be  in  a  position 
where  we  can  speak  with  more  authority  about  what  we 
can  get  out  of  the  statistical  system  related  in  some 
way  to  what  we  are  doing. 

Let  me  just  mention  one  other  thing.  We  did  go 
through  a  rather  interesting  exercise  with  the  Commerce 
Department  recently  where  they  used  something,  which  I 
am  sure  that  you  folks  would  be  more  familiar  with  than 
I,  called  the  Delphi  method. 

Operating  under  the  assumption  that  there  are 
tests    for   making   judgments   about  distressed  suburban 
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communities,  the  Commerce  Department  tried  to  figure 
out  how  to  measure  distress  among  communities  in  metro- 
politan areas  by  compiling  statistics  and  having  a 
meeting  and  trying  to  get  a  Quaker  consensus  with  some 
"knowledgeable  people." 

If  a  correlation  exists  between  your  statistics 
and  the  knowledgeable  people  concerning  distress,  then 
you  have  gone  through  the  Delphi  method.  That  is  the 
best  understanding  of  it  that  1  have.  I  do  not  know 
whether  that  is  correct  or  not. 

But,  again,  that  is  the  kind  of  approach  that  we 
are  groping  for.  We  are  involved  in  that  discussion, 
but   I    frankly  admit   that  we  do  not  have  any  answers. 

CHAIRMAN  LEVITAN:     Ms.  Wills. 

MS.  WILLS:  I  am  sorry.  I  have  been  through  the 
Delphi    exercise    once    and    I    have    real    bad  memories. 

MR.  MISTER:  I  would  like  to  go  to  Greece  sometime 
but  I  have  never  gone  through  the  Delphi. 

MS.  WILLS:  Three  questions:  One  is  to  add  onto 
part  of  what  Mike  was  asking  about  in  different  calcu- 
lations or  statistics  to  be  used  for  the  allocation  of 
monies . 

In  the  process  that  you  are  going  through,  are  you 
trying  to  differentiate  between  indices  that  would 
identify  need  for  individuals  as  opposed  to--or  in 
addition  to,  perhaps,  is  a  better  way  to  state  this-- 
area  or  economic  distress  or  jurisdictional  distress? 
Because  it  seems--now  I  am  going  to  editorialize--it 
seems  to  me  that  is  where  one  of  our  critical  problems 
lies . 

MR.  MISTER:  It  is  funny.  I  have  tried  to  divide 
the  statement  up  into  two  parts,  one  the  local  part.  I 
think  on  the  local  side  we  see  a  lot  more  attention 
being  given  by  staff  people  and  by  some  of  the  mayors 
to  focus  on  the  areawide  issues,  the  neighborhood 
issues.  The  neighborhood  is  a  big  popular  thing  these 
days . 
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So,  they  are  trying  to  deal  with  that  and  get 
measures  and  indices  of  that. 

From  the  federal  side,  on  the  allocation  of 
federal  monies,  the  process  that  we  have  been  involved 
in  is  unusual.  When  the  Congress  passes  a  law,  it 
determines  what  we  have  to  look  at.  We  try  to  do  the 
best  we  can  to  work  with  the  federal  government  to 
figure  out  a  way  to  implement  the  law. 

This  process  has  led  a  lot  of  local  people  to  find 
sources  of  data  to  fight  with  the  federal  government. 
On  the  action  grant  program,  the  Census  Bureau  made  an 
error  and  the  mayor  of  one  city  had  to  go  out  and  find 
a  way  to  prove  that  they  had  made  an  error.  He  finally 
did  that  and  then  he  got  added  to  the  list  of  eligible 
cities  for  action  grants. 

So,  I  think  in  terms  of  the  allocation  of  federal 
money,  we  are  not  equipped,  at  the  moment  anyvay,  to 
participate  effectively  in  the  statistical  discussion 
that  ought  to  go  along  with  the  political  decision- 
making.     That    is    where    we    have    a    real  shortcoming. 

MS.  WILLS:  That  leads  me  to  my  second  question. 
You  are  the  first  person  who  has  made  a  suggestion  that 
part  of  what  we  --no,  Alan  Beals  has  alluded  to  it 
somewhat  this  morning-but  you  specifically  talk  about 
the  need  for  technical  assistance  for,  I  assume,  local 
city  people  in  terms  of  how  to  use  the  data  that  we 
already  have.     Could  you  expand  on  that  a  little  bit? 

MR.  MISTER:  I  think  from  the  local  level,  it 
seems  to  me  that  there  is  an  issue  not  only  of  federal- 
produced  inf ormation--that  raises  one  set  of  issues-but 
there  are  also  local  people  who  are  using  other  sources 
of  data  for  their  own  decisionmaking.  If  a  community 
has  to  decide  whether  or  not  it  has  too  much  property 
zoned  for  industrial  use,  it  has  to  have  some  knowledge 
about  its  own  local  economy,  and  it  may  turn  to  the 
utility  company,  to  Sales  Management  magazine,  or  other 
sources  of  data. 

Or,  in  some  cases,  they  use  money,  sometimes 
federal  money,  to  do  their  own  survey  work.  So,  there 
is  a  lot  of  data  collection  going  on  that  local  govern- 
ment   plans    for    their    own   purposes,    and    one    of  the 
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reasons  for  me  suggesting  some  technical  assistance  was 
to  assist  local  governments  in  that  process. 

If  my  dream  came  true,  we  would  have  the  federal 
government  establishing  some  standards  for  local 
government  use,  which  would  make  it  possible  for 
localities  to  collect  better  data,  some  of  which  might 
be  used  by  the  federal  government  for  some  joint 
decisionmaking,  not  necessarily  about  the  allocation  of 
money.  Some  of  the  Census  Bureau  people  tell  us  that 
they  asked  states  and  cities  to  estimate  their  popula- 
tions, and  they  added  it  all  up  and  it  came  to  3  bil- 
lion people  in  the  United  States. 

So,  you  end  up  getting  a  lot  of  bias  problems  that 
have  to  be  dealt  with,  but  it  seems  to  me  we  can  go  a 
long  way  in  just  improving  the  quality  of  data  used  at 
the  local  level. 

On  the  federal  side,  we  think  that  the  Office  of 
Federal  Statistical  Policy  ought  to  help  us  deal  with 
just  the  regular  application  requirements  apart  from 
the  question  of  allocation  formulas. 

I  think  that  if  you  took  some  cities'  applications 
for  CETA  money,  for  waste  water  treatment  facility 
money,  for  community  development  money,  and  took  the 
names  out  of  the  applications  and  read  through  them, 
you  would  not  know  that  you  were  talking  about  the  same 
community. 

So,  I  think  there  is  an  important  role  for  the 
federal  government  to  play  in  setting  standards,  and  I 
think  that  has  been  a  pretty  weak  operation  as  best  as 
I  can  understand  it  up  to  this  point. 

CHAIRMAN  LEVITAN:     Do  you  have  another  question? 

MS.  WILLS:  1  have  a  very  quick  one.  You  men- 
tioned cities  throughout  here.  What  is  your  definition 
of  a  city?  The  reason  I  am  asking  that  question  is, 
when  we  are  talking  about  developing  better  data  for  a 
city,  we  obviously  mean  a  population  basis.  Most 
information  is  gathered  on  an  SMSA  basis  now. 

MR.  MISTER:  I  do  not  want  to  be  flip,  but  for  me 
a  city  is  a  political  jurisdiction  with  a  population  of 
30,000.     That  is  our  membership  rolls.    But  one  of  the 
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points  I  do  want  to  make  about  the  data  seriously  is 
that  we  have  a  strong  interest  in  focusing  on  political 
jurisdictions  because  our  main  interest  is  in  tying  the 
statistical  data  gathering  process  to  some  political 
decisionmaking  process. 

At  one  point,  a  federal  official  wanted  to  give 
monies  to  SMSAs ,  and  he  wanted  some  addresses  where  he 
could  send  it  to  these  SMSAs.  They  do  not  make  deci- 
sions, and  we  really  think  it  is  important  to  focus  on 
the  political  jurisdictions  called  cities. 

CHAIRMAN  LEVITAN:     Mr.  Anderson? 

MR.  ANDERSON:     Yes  — 

CHAIRMAN  LEVITAN:     It  will  have  to  be  quick  one. 

MR.  ANDERSON:  I  simply  want  to  thank  you  for  this 
very  detailed  statement.  I  intend  to  read  it  very 
carefully.     I  have  no  questions. 

CHAIRMAN    LEVITAN:      Thank    you    very    much,  Mel. 

MR.  MISTER:     Thank  you,  Sar. 

CHAIRMAN  LEVITAN:  Appearing  for  the  National 
Urban  League  is  Dr.  Robert  Hill.  Robert,  you  have  the 
floor,  and  we  work  under  the  15-minute  rule. 

STATEMENT  OF  DR.  ROBERT  B.  HILL, 
DIRECTOR  OF  RESEARCH,  NATIONAL  URBAN  LEAGUE 

DR.  HILL:  I  would  like  to  express  the  apprecia- 
tion of  Mr.  Vernon  E.  Jordan,  Jr.,  NUL  president,  who 
is  currently  out  of  the  country,  for  giving  the 
National  Urban  League  this  opportunity  to  present  its 
views  before  this  National  Commission  on  Employment  and 
Unemployment  Statistics  in  order  to  assist  this  panel 
in  carrying  out  its  highly  significant  congressional 
mandate . 

My  name  is  Robert  B.  Hill  and  I  am  the  director  of 
the  National  Urban  League's  research  department,  which 
has   its  base  here  in  Washington,  D.C.   since  1969.  As 
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you  may  know,  the  issue  of  unemployment  and  subemploy- 
ment  of  minority  workers  has  been  the  preeminent  area 
of  concern  to  the  National  Urban  League  since  its 
inception  in  1910. 

This  concern  has  been  reflected  over  the  years  in 
such  long-term  successful  employment  training  and  out- 
reach efforts  as  the  Labor  Education  Advancement  Pro- 
gram (LEAP) ,  which  has  provided  thousands  of  minority 
youth  with  the  skills  in  the  construction  trades,  on- 
the-job  training  program,  the  national  skills  bank, 
veterans  affairs  program,  the  Black  Executive  Exchange 
Program  (BEEP),  and  many  others. 

However,  in  addition  to  our  major  concern  of 
securing  meaningful  employment  opportunities  for 
minority  workers,  the  National  Urban  League  has  had  a 
strong  continuing  interest  in  the  quality  of  govern- 
mental statistical  data  that  are  used  as  the  basis  for 
gauging  the  extent  of  social  and  economic  progress  in 
this  nation  and  for  allocating  billions  of  dollars  in 
governmental  aid  to  states  and  localities. 

Hidden  Unemployment:  One  statistical  measure  that 
we  have  strong  reservations  about  is  the  government's 
definition  of  unemployment.  The  U.S.  Labor  Department 
classifies  as  "unemployed"  only  those  jobless  persons 
who  report  in  the  monthly  Current  Population  Survey 
that  they  have  been  "actively  seeking  work"  during  the 
prior  four-week  period. 

However,  this  excludes  millions  of  persons  from 
the  labor  force  who  want  work  but  have  become  too  dis- 
couraged to  actively  seek  it.  Since  minority  workers 
are  consistently  overrepresented  among  these  excluded 
discouraged  workers,  the  current  governmental  measure 
of  unemployment  disproportionately  understates  the 
actual  extent  of  joblessness  among  blacks  and  other 
racial  minorities. 

In  an  attempt  to  correct  for  this  distortion,  the 
NUL  research  department  developed  the  NUL  Hidden  Unem- 
ployment Index  in  1972.  1  This  index,  which  is  based 
on  a  formula  suggested  by  the  U.S.  Joint  Economic  Com- 
mittee of  Congress,  incorporates  three  groups  of  workers 
first,  persons  officially  defined  as  unemployed; 
secondly,  those  persons  not  in  the  official  labor  force 
who   say  that  they  "want  a  job  now";   and,   third,  the 
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involuntary  part-time,  persons  working  part-time  who 
want  full-time  jobs.  2 

The  NUL  Hidden  Unemployment  Index  is  calculated 
four  times  a  year  for  both  black  and  white  workers  as 
well  as  for  teenagers  and  is  published  in  the  NUL 
Quarterly  Economic  Report  on  the  Black  Worker,  which  is 
based  largely  on  unpublished  Bureau  of  Labor  Statistics 
data . 

By  incorporating  the  two  "hidden  unemployed" 
groups,  we  estimate  that  the  actual  extent  of  jobless- 
ness among  black  and  white  workers  is  about  twice  the 
official  count. 

For  example,  during  the  first  quarter  of  1978,  1.5 
million,  or  12.9  percent,  of  all  black  workers  were 
officially  counted  as  unemployed,  while  the  NUL  Hidden 
Unemployment  Index  indicated  that  3.1  million,  or  23.9 
percent,   of  all  black  workers  were  really  out  of  work. 

Thus,  we  contend  that  the  actual  jobless  rate  for 
black  workers  has  consistently  remained  at  the  depres- 
sion-level of  one  out  of  every  four  workers  for  each  of 
the  past  three  years,  1975-1977. 

Several  other  groups,  such  as  the  AFL-CIO,  have 
also  developed  alternative  measures  of  unemployment. 
However,  most  of  them  are  based  on  the  Labor  Depart- 
ment's restricted  definition  of  "discouraged"  workers 
with  which  we  strongly  disagree. 

As  a  rule,  about  one-fifth  of  all  persons  not  in 
the  official  labor  force  indicate  in  the  Current  Popu- 
lation Survey  that  they  "want  a  job  now."  The  National 
Urban  League  classifies  all  such  persons  as  "discour- 
aged" workers  and  includes  them  in  its  Hidden  Unemploy- 
ment Index. 

However,  the  government  limits  its  definition  of 
"discouraged"  workers  to  that  subgroup  that  indicates 
that  they  "think  they  cannot  get  a  job"  because  of  pre- 
sumed age,  race,  skill,  or  other  personal  handicaps. 
It  excludes  all  other  persons  who  say  they  want  a  job 
now  but  who  report  that  they  were  not  actively  seeking 
work  because  of  home  responsibilities,  school  attend- 
ance, or  health  reasons. 

Thus,  the  Labor  Department  arbitrarily  infers  that 
such  persons  do  not  really  want  a  job  because  these 
responsibilities  would  make   them  unavailable  for  work 
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even  if  a  job  were  immediately  forthcoming.  Such  an 
inference  is  highly  unwarranted  since  millions  of 
persons  with  home  responsibilities,  school  obligations, 
and  health  problems  are  able  to  also  hold  jobs  every 
day. 

It  is  methodologically  not  sound  to  use  the  rea- 
sons that  individuals,  who  say  that  they  want  a  job 
now,  give  for  not  actively  seeking  work  as  a  basis  for 
inferring  their  unavailability  for  work.  In  fact, 
these  persons  are  never  specifically  asked  whether  they 
would  be  able  to  take  a  job  if  one  were  immediately 
available.  While  we  are  prepared  to  concede  that  not 
all  persons  who  say  they  want  a  job  now  would  be 
immediately  available  for  work,  we  feel  that  more 
persons  are  in  fact  discouraged  than  are  reflected  in 
the  government's  definition.  We  might  add  that  the 
NUL's  broader  definition  of  "discouraged  workers"  is 
supported   by   the   work   of  other  manpower  analysts.  3 

We  recommend  that  this  Commission  consider  other 
questions  to  be  added  to  the  CPS  which  would  more 
directly  and  fully  assess  the  nature  and  extent  of  dis- 
couragement among  American  workers. 

For  example,  many  workers  who  want  jobs  are  not 
able  to  actively  seek  them  because  it  is  too  expensive. 
Funds  for  transportation  and  access  to  a  car  and  tele- 
phone are  essential  requirements  for  being  able  to 
quickly  pursue  job  possibilities.  Such  resources  are 
not  available  to  thousands  of  persons  who  want  jobs, 
especially  racial  minorities  in  poverty  areas.  Yet, 
such  barriers  are  not  specifically  probed  in  the  CPS  as 
a  factor  leading  to  discouragement. 

Census  Undercount:  However,  even  if  the  govern- 
ment adopted  the  National  Urban  League's  broader  defi- 
nition of  unemployment,  the  actual  extent  of  unemploy- 
ment among  racial  minority  workers  would  still  be 
understated.  This  is  so  because  of  the  dispropor- 
tionate undercount  of  blacks  and  other  minorities  in 
the  decennial  census,  which  is  used  as  the  benchmark 
for  drawing  the  household  samples  in  the  Current  Popu- 
lation Surveys,  which  are  conducted  each  month  by  the 
U.S.    Bureau   of   the   Census   for  the  Labor  Department. 
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According  to  the  Census  Bureau's  own  estimates,  a 
total  of  5.3  million  persons,  or  2.5  percent  of  the 
total  U.S.  population,  were  left  out  of  the  official 
count  in  the  1970  census.  But  while  2  percent  of  the 
white  population  was  missed,  the  Bureau  indicated  that 
8  percent  of  the  total  black  population  was  not  in- 
cluded in  the  1970  census. 

The  2  million  blacks  missed  in  the  1970  census  is 
equivalent  to  the  loss  of  five  congressional  represen- 
tatives, scores  of  state  and  local  legislators,  and 
billions  of  dollars  in  possible  governmental  per  capita 
funds  to  financially-pressed  areas  throughout  this 
nation. 

Since  virtually  all  governmental  aid  to  states  and 
localities  incorporate  the  population  count  as  a  cri- 
terion for  distribution,  areas  with  concentrations  of 
racial  minorities  are  being  disproportionately  denied 
their  equitable  share  of  funds  due  to  the  census  under- 
count. 

This  is  especially  evident  in  the  allocation  of 
such  manpower  funds  as  CETA  and  public  works  programs. 
Moreover,  since  young  adult  black  men  are  dispropor- 
tionately left  out  of  the  census  count,  the  Labor 
Department's  figures  for  this  group  are  sharply  under- 
stated. Such  inaccurate  statistics  result  in  ineffec- 
tive targeting  of  manpower  funds  to  those  very  areas 
and  groups  that  most  need  them. 

Consequently,  the  National  Urban  League  strongly 
urges  this  Commission  to  vigorously  explore  ways  of 
adjusting  employment  and  unemployment  statistics  for 
the  census  undercount  at  the  state  and  local  levels  as 
well  as  at  the  national  level. 

As  a  member  of  the  U.S.  Census  Bureau's  Advisory 
Committee  on  the  Black  Population  for  the  1980  Census, 
the  National  Urban  League  has  already  made  a  start  in 
the  direction  of  developing  a  method  of  computing  the 
undercount  in  all  states  and  localities  for  both  whites 
and  nonwhites . 

The  results  of  our  analysis  were  first  released  in 
1973  in  a  special  report  entitled,  "Estimating  the  1970 
Census  Undercount  for  States  and  Local  Areas,"  which  is 
attached  to  this  testimony.  4  Several  other  researchers 
have  adopted  the  NUL's  synthetic  method  in  conducting 


294 


analyses  of  the  impact  of  the  census  undercount  fo^ 
revenue-sharing  allocations  to  states  and  localities. 

The  National  Urban  League  would  be  pleased  to  meet 
with  the  Commission's  staff  at  some  later  time  to  more 
fully  explain  our  methodology.  However,  while  our 
method  does  not  adjust  for  the  undercount  among  His- 
panics,  we  feel  that  with  additional  work  it  is  possi- 
ble to  also  make  an  adjustment  for  them  using  our 
methodology. 

However,  we  are  not  as  interested  in  the  NUL's 
method  being  adopted  as  we  are  concerned  that  this  Com- 
mission actively  solicit  the  views  of  other  researchers 
in  this  field  in  order  to  come  to  some  consensus  around 
a  method  for  reliably  correcting  for  the  undercount  for 
all  states  and  localities. 

Such  input  would  help  to  achieve  two  important 
objectives:  one,  a  more  accurate  measure  of  the  actual 
extent  of  unemployment  among  all  groups  and,  two,  a 
more  equitable  allocation  of  manpower  funds  to  those 
areas  and  groups  most  in  need  of  them. 

Local  Area  Data  by  Race:  Another  matter  of  grave 
concern  to  the  black  community  is  the  lack  of  race  data 
on  employment  and  unemployment  for  central  cities  and 
poverty  areas  on  a  periodic  basis.  The  unemployment 
data  by  race  provided  annually  by  the  Bureau  of  Labor 
Statistics  are  helpful  but  are  insufficient  both  in 
their  scope  and  in  the  number  of  cities  for  which  sta- 
tistics are  provided. 

Since  racial  minorities  are  disproportionately 
concentrated  in  central  cities,  the  severity  of  their 
plight  is  obscured  when  unemployment  rates  for  the 
total  metropolitan  areas  are  used,  particularly  when 
unemployment  sharply  declines  in  suburban  areas  and 
continues  to  soar  in  the  central  cities. 

In  fact,  we  strongly  urge  the  Coimnission  to 
explore  ways  of  increasingly  using  central  city  jobless 
rates  as  a  basis  for  financial  allocations  as  opposed 
to  metropolitan  area  jobless  figures. 

Of  course,  it  would  be  argued  that  it  would  be 
exceedingly  expensive  for  the  government  to  compile 
unemployment  rates  for  most  central  cities  on  a 
periodic  basis,  not  to  mention  figures  that  could  be 
generated  for  different  racial  groups.  But  there  are 
some  interim  approaches  that  could  be  adopted. 
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For  example,  at  the  end  of  the  1970  census,  the 
Labor  Department  commissioned  the  Census  Bureau  to 
conduct  a  special  Census  Employment  Survey  (CES)  in  60 
low-income  or  "poverty"  areas  in  51  cities  in  order  to 
determine  the  "barriers  to  employment"  among  inner-city 
minorities.  No  such  in-depth  surveys  of  inner-city 
areas  have  been  conducted  since  that  time. 

But  they  can  be  conducted,  for  less  cost,  if  they 
are  done  in  cooperation  with  community-based  groups 
that  have  staff  with  research  and  interviewing  skills. 

In  fact,  more  than  half  of  the  110  Urban  League 
affiliates  conduct  household  surveys  in  inner-city 
areas  each  year.  At  any  rate,  we  feel  that  the  Commis- 
sion should  thoroughly  explore  ways  of  possibly  rein- 
stating such  special  surveys,  such  as  the  Urban  Employ- 
ment Surveys  or  Census  Employment  Surveys,  enlarging 
the  CPS  sample  to  provide  racial  data  for  more  cities 
on  a  regular  basis  and  allocating  more  manpower  funds 
on  the  basis  of  central  city  figures. 

Seasonal  Adjustment:  Our  final  area  of  concern  is 
with  regard  to  the  government's  seasonal  adjustment  of 
employment  and  unemployment  figures.  We  think  that 
this  Commission  could  perform  a  real  service  by  explor- 
ing the  practice  of  using  seasonally-adjusted  unemploy- 
men  rates  as  a  basis  for  estimating  the  dimensions  of 
unemployment  as  it  affects  people  and  the  kinds  of 
public  policy  they  require. 

It  is  our  contention  that  people  are  unemployed 
whenever  they  are  out  of  work,  regardless  of  the  time 
of  year  or  season  in  which  it  occurs.  Seasonally  unem- 
ployed workers  still  need  to  buy  food  for  their  fami- 
lies. They  still  need  to  pay  rent  and  make  other 
essential  expenditures. 

Thus,  governmental  expenses  for  unemployment 
insurance,  food  stamps,  welfare  and  health  beneifts  are 
needed  for  seasonally  unemployed  workers  as  well  as 
those    workers    who    are    unemployed    for    all  seasons. 

We  do  not  deny  the  validity  of  using  seasonal 
factors  as  a  methodological  construct  for  technicians, 
but  we  seriously  question  the  propriety  of  highlighting 
an  adjusted  unemployment  figure  as  the  "real"  count  for 
all  unemployed  persons  and  understating  the  actual, 
unadjusted  figures  each  month. 
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If  Congress  wants  to  allocate  job  slots,  it  should 
be  done  on  the  basis  of  real  numbers  of  jobless  indi- 
viduals and  not  on  the  basis  of  hypothetical  constructs 
which  are  constantly  being  revised. 
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CHAIRMAN  LEVITAN:     Thank  you,  Dr.  Hill. 

MR.  ANDERSON:  Bob,  I  certainly  appreciate  having 
you  come  before  the  Commission.  It  was  a  very  fine 
statement,  and  I  certainly  will  read  it,  plus  the  other 
one  which  you  mentioned  which  has  not  been  distributed. 
If  you  could  provide  that,  it  would  be  very  helpful. 
We  are  certainly  familiar  with  the  work  the  Urban 
League  has  done  over  time  in  trying  to  enlarge  upon  the 
amount    of    information    available    about  unemployment. 

But  I  would  like  to  ask  you  this:  It  is  very 
clear  in  your  statement  that  unemployment  to  you  means 
the  condition  of  being  without  a  job  and,  in  fact,  the 
methodology  that  you  use  in  correcting  the  reported 
unemployment  statistics  is  to  include  all  those  persons 
who  are  without  jobs  whether  or  not  they  have  done  any- 
thing at  all  to  seek  employment. 

Now,  I  wonder,  from  the  standpoint  of  national 
statistics,  whether  you  would  find  the  following  defi- 
nition to  be  appropriate,  and  I  would  like  you  to 
comment  on  it.  Do  you  think  that  it  might  be  useful 
not  to  discard  the  labor  market  test  entirely,  but  to 
try  to  identify  among  that  group  of  discouraged  workers 
some  number  of  persons  who  within  some  reasonable 
period  of  time  have  searched  for  work,  perhaps  six 
months,  a  year,  maybe  18  months,  rather  than  simply  add 
all  individuals  who  say  they  are  available  to  work  but 
have  done  nothing  at  all  for  a  considerable  period  of 
time  to  search  for  work? 

DR.  HILL:  Yes,  let  me  say  I  would  be  very  much  in 
agreement  with  that  approach.  In  fact,  it  is  true. 
The  definition,  of  course,  that  we  include  says  all 
people  who  say  they  want  a  job  now,  which,  as  I  said, 
is  about  one-fifth  of  everybody  in  the  labor  force,  but 
you  are  right.  There  is  no  probing  to  say,  "Have  you 
ever  looked  in  the  past?  How  long?"  In  other  words, 
actually  find  out  whether  in  fact  they  were  discouraged 
and  gave  up.     There  is  no  probe. 
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So,  I  definitely  agree  with  that.  In  fact,  our 
recommendation  was  precisely  that  we  should  ask  more 
direct  questions  about  the  nature  of  discouragement. 
In  other  words,  I  do  not  know  at  this  point  what  that 
period  of  time  may  be,  but  I  definitely  agree  with  you. 

I  do  not  believe  the  measure  we  have  can  actually 
be  called  even  discouraged.  I  mean,  there  are  people 
out  of  work  who  say  they  want  a  job.  I  am  talking 
about  the  present  way  of  classifying  it.  So,  I  would 
be  very  much  in  agreement. 

1  think  that  that  is  needed.  I  think  there  are 
two  types,  though.  There  are  persons  who  may  have 
given  up  looking  for  work,  but  I  think  you  should  also 
have  a  way  of  assessing  people  who  really  want  to  look 
for  work  but  have  not. 

That  is  what  1  was  talking  about,  access  to 
phones,    to    funds.     You  need  money  to   look  for  work. 

MR.  ANDERSON:  The  second  issue.  Bob,  is  the  use 
of  unemployment  statistics  as  the  basis  for  allocating 
federal  funds  for  social  programs.  Do  you  really  think 
that  an  improvement  in  the  quality  of  the  unemployment 
statistics  alone  would  be  sufficient  to  make  more 
rational  allocation  judgments?  Or  from  the  point  of 
view  of  the  program  that  the  National  Urban  League 
operates,  would  it  be  better  to  have  a  much  broader 
range  of  information,  both  employment  as  well  as 
unemployment  data,  on  which  to  base  allocaton 
decisions? 

DR.  HILL:  Well,  I  think  there  is  a  question  on 
the  use  of  the  term  of  unemployment,  except  I  kind  of 
lean  toward--if  you  are  talking  about  being  able  to 
allocate  programs  in  terms  of  jobs,  somehow  we  should 
take  into  account  some  indicator  of  the  extent  of  jobs 
missed  or  sub employment.  So,  weather  being  the  only 
factor,  I  would  have  some  question  about  that. 

But  I  do  think  that  some  type  of  way  of  incor- 
porating some  extent  of  jobless  missed  or  subemployment 
should  be  measured. 

There  are,  of  course,  a  number  of  other  procedures 
you  can  use  as  proxies  though.  One  that  I  think  would 
be,  of  course,  from  our  constituency,  is  in  terms  of 
racial  groups,   disproportionate  numbers  of  persons  in 
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these  area.  It  would  seem  to  me  that  there  is  a  high 
correlation  between  unemployment  and  racial  groups,  and 
it  seems  to  me  that  just  the  concentration  of  them 
could  be  used  as  a  basis  of  allocating. 

And  I  think,  frankly,  it  is  more  reliable  than  our 
current  bases  are.  The  previous  speakers  were  asked  in 
terms  of  income  measures.  Well,  serving  on  that  Census 
Advisory  Panel,  that  income  indicator  is  an  extremely 
dubious  one  that  the  Census  Bureau  uses ,  and  1  think 
much  more  work  would  have  to  be  done  to  say  what  it  is 
you  actually  have. 

In  fact,  there  is  an  attempt  to  try  to  place  the 
income  on  the  100  percent  sample  of  the  census,  but  in 
my  last  discussion  it  seems  like  that  is  not  even  going 
to  occur.     It  is  going  to  be  on  the  sample  basis  again. 

^^R.  ANDERSON:     Thank  you  very  much. 

CHAIRMAN  LEVITAN:     Mr.  Oswald. 

MR.  OSWALD:  Dr.  Hill,  I  share  with  you  many  of 
your  concerns,  and  I  think  I  would  like  to  ask  two 
things  that  you  might  supply  better  later.  One,  you 
indicate  the  concern  with  discouraged  workers  and 
suggest  that  maybe  that  there  are  other  additional 
questions  that  might  be  used  in  probing,  and  I  think 
that  is  one  of  the  issues  that  we  face.  And,  if  you 
have  specific  recommendations  in  terms  of  what  types  of 
questions  that  we  could  use,  I  think  all  of  us  would  be 
happy  to  learn  from  your  own  experiences . 

And  the  second  item  that  ties  in  with  your  work 
with  the  Census  Bureau  on  the  undercount  is  that  we 
have  approximate  notions  from  the  census  in  terms  of 
the  total  undercount,  as  you  indicated  8  percent  for 
blacks,  nationwide.  When  we  struggle  with  the  notion 
of  local  area  statistics,  how  do  you  make  that  adjust- 
ment? Is  there  a  bigger  concern  with  undercount  in 
rural   areas  of  Arkansas  or  with  Harlem  and  the  Bronx? 

It  is  not  purely  a  relationship  to  either  color, 
race,  or  something  else;  it  is  also  location,  I  gather. 
Is  there  anything  that  we  can  learn  in  terms  of  an 
adjustment  process,  in  terms  of  the  sort  of  resesarch 
the  census  is  doing  and  that  you  are  doing  with  them  in 
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this  regard  that  could  help  us  in  terms  of  saying  for 
an  area,  this  is  an  appropriate  means  of  adjusting  for 
an  undercount  the  census  shows  up  because  this  is  the 
adjustment  process  that  we  know  is  needed? 

DR.  HILL:  I  will  make  this  report  available 
because  it  more  fully  describes  in  terms  of  the  metho- 
dology for  actually  coming  up  with  estimates  of  the 
undercounts  for  states  and  localities. 

Let  me  just  kind  of  briefly  summarize  the  proce- 
dure that  we  have  used.  First  of  all,  we  start  from 
the  actual  estimates  that  the  Census  Bureau  derives 
nationally,  and  they  have  derived  the  national  under- 
counts by  age,  sex  and  race,  those  three  factors.  And 
they  have  the  rates  of  undercount  by  age,  sex  and  race 
for  blacks,  that  is  for  nonwhites,  and  also  for  whites, 
but  not  for  Hispanics  because  they  use  the  demographic 
methods  from  births  and  vital  statistics,  so  they  say 
they  cannot  do  it. 

So,  taking  their  estimates  for  the  national,  we 
use  what  we  call  a  synthetic  method.  What  it  does  is 
that  it  makes  the  assumption  of  the  null  hypothesis, 
that  the  persons  with  the  same  age,  sex  and  race  cate- 
gories, individuals  in  the  same--in  other  words,  white 
males  between  10  and  14  have  the  same  probability  of 
being  undercounted  at  a  state  or  local  level  as  they  do 
in  the  national. 

In  other  words,  they  are  different  but  they  are 
not  statistically  significantly  different.  We  do  not 
know  whether  plus  or  minus.  So,  making  that  assump- 
tion, what  you  do  is  that- that  approach  means  that  you 
just  take  every  area,  whatever  the  size  is,  the  age, 
sex  and  race  distributions  and  you  can  extrapolate 
beyond  that  to  a  total  count. 

So,  what  happens  is  that  it  takes  into  account 
rural  as  well  as  urban,  and  it  is  affected  only  by  the 
population  profile  of  that  locality.  So,  undoubtedly 
places  that  have  higher  proportions  of  young  adult 
black  men  would  tend  to  have  higher  rates  of  undercount 
than  others . 

Essentially  that  is  the  approach  that  we  have  used 
as  a  beginning  step.  We  think  it  is  a  beginning  step. 
We  think  that  there  should  be  more  work  in  this  area. 
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But  what  it  does  is  that  it  is  a  mechanism  for 
being  able  to  derive  an  undercount  for  every  locality, 
regardless  of  the  size.  Now,  I  do  understand  statis- 
tically that  you  are  more  likely  to  increase  your  error 
rates  for  smaller  localities. 

But  we  again  say  that  at  least  right  now  the 
Census  Bureau  does  not  have  the  method  for  correcting 
for  smaller  places,  and  most  places  are  not  New  York  or 
Chicago.  The  revenue  sharing  is  showing  that--38,000 
localities.  So,  what  we  propose  is  that  even  if  you 
could  use  a  procedure  like  this  as  an  interim  basis 
while  at  the  same  time  you  try  to  explore  other  ways, 
you  at  least  have  an  interim  way  of  correcting  the 
undercount.  But  nothing  is  being  corrected  now  for 
these  localities. 

I  think  that  if  you  could  read  it  more  fully--and 
I  might  also  mention  that  other  research  groups  have 
been  using  this.  Stanford  Research  Institute  used  our 
procedure  to  do  their  analysis  for  the  Office  of  Reve- 
nue Sharing  of  the  impact  of  the  population  undercount 
for  revenue  sharing,  and  they  recommended  that  our  pro- 
cedure could  be  used  for  all  states  for  large  counties. 

So,  there  is  a  question  about  the  lower  limit  for 
smaller  areas. 

CHAIRMAN  LEVITAN:    Mr.  Moskow? 

MR.  MOSKOW:  Dr.  Hill,  I  just  want  to  say  I  think 
your  statement  was  a  very  good  one  and  will  be  very 
helpful  to  the  Commission.  I  had  a  couple  of  ques- 
tions. One,  in  your  comments  you  mentioned  a  criterion 
for  distributing  funds,  you  mentioned  income,  and  you 
mentioned  there  were  some  problems  in  the  methodology 
of  calculating  or  estimating  income  that  you  were  aware 
of  based  on  your  work  with  the  Census  Bureau. 

A  number  of  people  testifying  before  us  have 
suggested  that  we  should  consider  income  as  a  means  of 
allocating  funds  under  certain  block  grant  type  pro- 
grams . 

I  was  just  wondering  what  your  view  would  be,  if 
you  assume  that  these  methodological  problems  were 
worked  out-or  let  me  put  it  this  way,   if  you  assumed 
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that  the  methodological  problems  in  unemployment  are 
about  comparable  to  the  methodological  problems  in 
income,  or  other  things  being  equal,  do  you  think  that 
income  would  be  a  desirable  criterion  to  use  to  allo- 
cate funds  among  localities  under  some  of  these  block 
grant  programs? 

DR.  HILL:  If  you  are  talking  about  community 
development  block  grants,  1  do  not  have  as  much  of  a 
problem,  or  education,  because,  as  you  know,  the  Census 
Bureau  does  special  censuses  in  terms  of  children  who 
are  below  the  poverty  level  so  they  could  use  updated 
information  for  allocation  of  educational  funds  to 
localities . 

But  when  we  talk  about  allocating  for  the  purpose 
of  jobs,  it  seems  to  me,  frankly-let  me  just  answer  you 
first-I  do  not  believe  that  the  methodological  diffi- 
culties of  unemployment  are  as  difficult  as  the  methodo- 
logical difficulties  in  getting  accurate  income  infor- 
mation, number  one.  I  think  it  is  much  less  difficult 
to  get. 

I  mean,  there  are  many  different  ways  we  can 
assess  employment  by  whatever  indicators  we  want  to 
use,  but  it  is  very  sharp  in  terms  of  the  under- 
reporting rate  and  then  what  is  reported  is  inaccurate. 
So,    I    would    have    a    question   with    respect    to  that. 

But,  let's  assume  it  was  much  more  reliable.  I 
would  think  that  perhaps,  yes,  some  combination  of 
unemployment  and  income  might  be  advisable,  I  would  say 
that.  It  is  just  that  I  have  heard  this  debate  before 
and  some  say,  "Since  we  do  not  have  the  purity  of 
income  so  we  have  to  hold  up  in  making  any  adjustment 
for  population."  They  said  that  in  terms  of  revenue 
sharing. 

And  I  do  not  believe  you  have  to  hold  one  up  for 
the  other. 

MR.  MOSKOW:  All  right.  My  other  question  relates 
to  the  discouraged  worker  area,  which  is  one  that  we 
are  very  interested  in  and  we  have  and  we  will  spend  a 
lot  of  time  considering.  On  page  3  of  your  statement, 
you  talked  about  the  government's  present  definition  of 
discouraged  workers,  or  BLS'  present  definition. 
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DR.  HILL:     That  is  right. 

MR.  MOSKOW:  You  said,  and  I  am  quoting,  "It  ex- 
cludes all  of  the  persons  who  say  they  want  a  job  now 
but  who  report  that  they  were  not  actively  seeking  work 
because  of  home  responsibilities,  school  attendance,  or 
health  reasons."  As  I  understood  your  next  statement, 
it  said  that  you  would  like  to  see  those  people 
included  in  the  discouraged  worker  group. 

My  question  is  this:  In  viewing  people  who  have 
home  responsibilities,  school  attendance,  or  health 
reasons,  I  am  sure  there  are  some  who  because  of  those 
just  do  not  want  to  work  for  pay,  and  they  do  not  want 
to  seek  a  job. 

DR.  HILL:    That  is  true. 

MR.  MOSKOW:  They  are  not  working  now,  they  do  not 
want  to  seek  a  job  for  pay,  and  there  are  others  who 
may  but  they  are  not  seeking  it  because  of  these  repon- 
sibilities.  Are  you  suggesting  that  all  of  those 
people  be  included  in  the  concept  of  discouraged 
workers? 

DR.  HILL:  First,  let  me  make  sure  that  we 
separate  two  groups.  The  Bureau  asks  the  person,  if  he 
is  unemployed:  "Were  you  looking  for  work  over  the 
past  four  weeks?"  And  the  person  says,  "No."  So, 
automatically  they  are  outside  of  the  labor  force. 
Then,  BLS  says:  "Well,  do  you  want  a  job  now?"  A 
certain  portion,  about  one-fifth  says,  "Yes,"  and  80 
percent  say,  "No,  I  am  not  looking  for  it.  I  do  not 
want  a  job."  But,  BLS  says,  "Wait  a  minute,  let's 
probe  further.  Why  weren't  you  actively  looking  for 
work?"  And  then  people  say,  "home  responsibilities, 
health;  I  think  I  cannot  get  a  job."  Ah,  so,  that 
subgroup  is  the  discouraged  worker. 

What  I  am  saying  is  that  these  people  say  they 
have  home  responsibilities  and  school  obligations  and 
the  Bureau  is  making  the  inference  that  they  are  un- 
available for  work.  They  also  said  they  want  a  job 
now.  I  think  it  gets  back  to  the  question  that  Dr. 
Anderson  asked.  I  think  that  with  better  probing,  you 
can  try  to  get  the  portion  of  that  group  who  in  fact 
may  be  available  for  jobs. 
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I  do  not  believe  that  all  of  them  should  be  ex- 
cluded, and  that  is  my  argument  with  BLS.  They  exclude 
all  of  them,  and  1  feel  that--if  I  said  we  do  concede 
that  by  including  all  of  them  we  are  probably  over- 
stating it,  but  I  do  believe  that  a  portion  of  them 
should  be  included.  Now,  with  better  probing  you  could 
find  out  what  that  portion  is. 

MR.   MOSKOW:     Okay.     That  was  exactly  my  question. 

MS.  WILLS:  I  have  just  an  observation.  I  assume 
that  you  do  not  want  us  to  do  anything  about  those  five 
congressional  districts  you  mentioned  in  your  testi- 
mony. 

DR.  HILL:  No. 

MS.  WILLS:  You  mentioned  allocation  of  funds 
based  upon  statistics  in  central  cities. 

DR.  HILL:  Yes. 

MS.  WILLS:  Could  you  expand  on  that  and  what  you 
call  central  cities? 

DR.  HILL:  Well,  again,  I  think  you  do  not  get,  I 
mean  in  terms  of  the  numbers-I  guess  my  point  is  that  I 
still  feel  that  if  jurisdictions  exist-we  have 
political  jurisdictions  which  have  needs-and  somehow  we 
should  be  as  equitable  to  as  many  of  them  because  they 
should  not  be  penalized  for  their  size  and  their  small- 
ness  in  size. 

I  believe  that  we  should  have  at  least  an  expan- 
sion-of  course,  again,  BLS  has  been  criticized  for 
expanding  the  CPS,  and  it  has  expanded  it.  They  are 
able  to  come  out  with  information  in  terms  of  all  the 
states  and  many  SMSAs ,  but  still  most  of  the  urban 
areas  are  still  excluded. 

So,  I  think  when  we  say  central  cities,  I  do  not 
want  to  say  what  the  bottom  limit  would  be,  but  I  would 
say  that  at  least  we  can  include  many  more  localities 
than  we  are  presently  doing.  And  I  think  it  is  very 
crucial   because    I    think  by   using  metropolitan  area. 
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major  labor  areas,  is  very  much  misrepresenting  the 
needs  of  those  persons  in  central  cities  who  are  in 
that  particular  area. 

MS.  WILLS:  And  you  do  not  think  a  census  share 
methodology  inside  the  SMSA  does  what  it  is  you  are 
looking  for? 

DR.  HILL:  It  gets  back  to  ,  I  think,  what  Bernie 
Anderson  was  saying  in  terms  of  using  other  proxies. 
To  me,  at  least  the  racial  composition  of  the  groups, 
concentration  in  those  central  cities,  which  we  at 
least  have  from  the  census,  would  be  a  good  proxy--I  am 
talking  about  in  the  central  cities  now — in  terms  of 
allocating,  some  way  of  a  proportionate  share. 

But  I  just  think  that  it  is  very  important  that 
we--now,  there  is  a  question  too  about  using  some  of 
these  for  allocating  funds  as  opposed  to  very  impor- 
tant, maybe,  planning,  programming,  and  targeting,  and 
I  think  there  can  be  some  distinctions  there.  You  can 
target  activities. 

I  think  the  thing  is  that  we  are  not  concentrating 
on  the  central  cities  and  that  we  are  obscuring  that  by 
using  metropolitan  area  data,  and  I  think  that  we  can 
get  information  on  central  cities.  I  mentioned  the  CES 
survey.  That  was  in  61  urban  areas,  51  cities,  and 
that  provided  poverty  area  information,  not  within 
central  cities. 

MS.  WILLS:  One  of  the  people  who  testified  this 
morning  suggested  that  perhaps  one  of  the  things  that 
could  be  done  to  improve  our  data  is  to  publish  on  a 
monthly  basis  or  perhaps  a  quarterly  basis,  and  I  would 
like  your  opinion  on  whether  or  not  we  need  to  publish 
everything  continually  on  a  monthly  basis  or  whether  or 
not  some  things  wouldn't  be  better  done  on  a  quarterly 
or  semi-annual  basis. 

One  suggestion  was  made--I  think  for  a  different 
set  of  reasons--to  publish  the  total  number  of  people 
employed.  This  suggestion  was  also  to  include  the 
armed  forces,  the  number  of  unemployed,  and  those  not 
in  the  labor  force. 
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Now,  just  for  a  moment,  think  a  little  bit  about 
those  not  in  the  labor  force  and  obviously  cohsider  the 
one  unemployment  statistic  being  published  every  month. 
Just  assume  for  a  moment  that  maybe  four  or  five  sta- 
tistics were  published  every  month-I  am  not  advocating 
it--but  then  within  the  not-in-the-labor-f orce  sets  of 
questions,  perhaps  we  could  begin  to  address  in  better 
detail  why  people  are  not  in  the  labor  force. 

I  am  expanding  more  on  the  concept  of  the  dis- 
couraged worker.  Have  you  given  any  thought  to  that? 
And,  if  you  have  not,  I  would  like  for  you  to  give  some 
thought  to  it  and  get  back  to  us  on  it. 

DR.  HILL:  Well,  I  would  like  to  think  a  little 
bit  more  about  it  except  that  it  seems  to  me  that  the 
Bureau  is  publishing  now  on  a  monthly  basis  a  range  of 
inf ormation--in  fact,  they  have  expanded-and  I  find 
their  quarterly  series  increasingly  helpful  nationally. 

I  just  question,  though,  when  you  say:  who  uses 
the  information?  I  mean,  for  researchers  and  techni- 
cians nationally  it  is  one  thing.  I  think  at  least  if 
information  is  available,  that  is  one  thing.  The 
Bureau  has  been  extremely  cooperative,  I  must  say,  in 
terms  of  us  being  able  to  have  access  to  some  of  their 
unpublished  information  on  their  monthly  unemployment 
data,  so  it  is  available  for  use,  particularly  by  tech- 
nicians and  policymakers. 

But  what  types  of  information,  I  think,  is  another 
question.  They  do  provide  more  information  on  those 
not  in  the  labor  force  on  the  quarterly  basis. 

CHAIRMAN  LEVITAN:  We  have  kept  you  overtime  and 
late,  but  if  you  will  indulge  me  with  one  more  ques- 
tion. On  page  5,  you  advise  the  Commission  to  solicit 
views  of  further  researchers.  I  wonder,  Dr.  Hill, 
whether  you  had  a  chance  to  look  over  the  background 
papers  the  Commission  has  already  solicited   

DR.  HILL:    No,  I  have  not. 

CHAIRMAN  LEVITAN:  —  and  whether,  if  we  will 
supply  you  with  a  copy  of  that,  whether  you  would  think 
about  what  is  missing  or  what  subjects  we  have  and  then 
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advise  us  also,  possibly  on  a  piece  of  paper,  who  are 
the  other  researchers  you  would  think  we  would  want  to 
consult  with. 

DR.    HILL:      I  would  be  very  pleased  to   do  that. 

CHAIRMAN  LEVITAN:  Thank  you  very  much.  Bob,  for 
your  testimony  and  for  being  so  patient  with  us  in 
waiting . 

DR.  HILL:     Thank  you. 

CHAIRMAN  LEVITAN:  Our  final  scheduled  witness  is 
a  nationally  known  authority  on  manpower  and  I  think 
since  we  have  been  wandering  today  from  national  to 
local  data,  I  think  he  is  going  to  integrate  the  two, 
and  from  a  national  perspective  to  look  at  local  data. 

Professor  Garth  Mangum,  Professor  of  Economics  at 
the  University  of  Utah.  Dr.  Mangum,  as  we  say  to  all 
our  witnesses,  since  you  did  not  hear  it,  you  have  all 
the  time  you  want  as  long  as  you  do  it  in  15  minutes. 

STATEMENT  OF  GARTH  MANGUM, 
PROFESSOR  OF  ECONOMICS,   UNIVERSITY  OF  UTAH 

DR.  MANGUM:  It  is  a  privilege  to  appear  before 
this  august  body  and  that  pleasure  is  added  to  because 
each  member  of  the  Commission  present  today  is  a  valued 
friend  of  long-standing.  I  will  start  by  apologizing 
for  not  having  a  written  submission.  All  I  have  before 
me  are  notes  made  on  an  airplane  on  the  way  in. 

At  the  request  of  the  Commission,  I  had  earlier 
written  a  background  paper  on  the  employment  and  unem- 
ployment statistics  needs  of  CETA  prime  sponsors  in 
which  I  had  made  some  recommendations  for  expansion  of 
the  CPS  supplemented  by  UI  data  and  for  a  county-level 
industry  occupational  matrix. 

But  I  would  not  choose  to  talk  to  that  today, 
other  than  to  use  it  as  a  take-off  point  to  stress  the 
vital  need  at  the  state  and  local  level  for  employment 
and  unemployment  data.  The  need  for  CETA  purposes  is 
important  enough  by  itself  since  prime  sponsors  are 
committed  to  make  decisions  about  who  needs  what  kind 
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of  service  and,  therefore,  have  to  have  very  detailed 
data.  But  also,  if  we  are  going  to  use  "better  jobs 
and  income"  as  the  basis  for  welfare  reform,  we  will 
have  to  have  a  lot  more  knowledge  than  we  now  do  about 
the  prospects  for  self-sufficiency  among  welfare 
recipients.  We  will  need  greater  knowledge  of  recipi- 
ent characteristics  as  they  relate  to  the  labor  market 
and  also  of  the  employment  prospects  in  occupations 
where  they  might  find  jobs  or  where  jobs  might  be 
created  through  public  sector  job  creation. 

The  needs  of  education  planners  are  always  multi- 
plying for  information  on  trends  in  the  occupational 
structure,  and,  increasingly,  the  access  routes  into 
whatever  employment  does  in  fact  exist. 

Further  interest  is  indicated  by  the  development 
of  the  National  Occupational  Information  Coordinating 
Committee  and  its  state  counterparts,  the  Occupational 
Employment  Survey,  the  Continuous  Wage  Benefit  History 
and  all  of  those  developments. 

On  the  economic  development  side,  concern  for 
population  trends,  migration  trends,  industry  occupa- 
tion employment  growth  trends,  more  knowledge  than  we 
currently  have  on  the  industrial  potential  at  the  state 
and  local  labor  market  level,  and  the  coimnunity  prefer- 
ences of  the  kind  of  growth  that  we  would  like  to  see 
in  that  area. 

So,  I  would  commend  to  this  Commission,  particu- 
larly, the  paper  that  I  have  just  had  the  opportunity 
of  reading  this  afternoon  by  one  of  your  other  contribu- 
tors, Jim  Hanna,  who  has  stressed  some  of  the  organi- 
zational problems  that  exist  in  the  development  of  an 
adequate  employment-unemployment  statistics  data  system 
at  the  state  and  local  level.  Although  a  lot  of 
progress  is  currently  being  made  and  there  is  a  lot  of 
interest,  there  is  a  real  problem  of  divergence  within 
that  interest  and  a  vast  difference  in  competence  at 
various  levels  in  the  system. 

I  have  not  mentioned  the  question  of  fund  alloca- 
tion. That  is  obviously  important,  but  in  many  ways  it 
is  extraneous  in  terms  of  the  development  of  state  and 
local  economic  planning  capability. 
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We  in  this  country  have  not  shown  much  interest  in 
national  economic  planning,  but  we  are  increasingly 
getting  deeper  and  deeper  into  various  kinds  of 
planning  at  the  state  and  local  levels.  There  are  many 
ways  of  handling  the  funding  question,  which  has 
aroused  so  much  concern  since  everybody  lives  by  the 
dollar.  There  has  been  talk  here  today  about  using 
income  criteria  as  opposed  to  unemployment  criteria  and 
since  this  Commission  has  been  giving  consideration  to 
the  question  of  a  hardship  index,  that  is  one  way  of 
combining  all  of  that. 

But  when  you  get  through  with  all  of  that,  it  is 
not  really  a  lasting  issue.  It  just  simply  happens  to 
be  a  byproduct  of  the  way  that  Congress  has  chosen  to 
hand  out  the  bucks.  But  these  other  concerns  are 
really  long-lasting. 

Now,  we  have  in  every  state,  within  the  employment 
security  structure,  research  and  analysis  units  which 
would  seem  to  be  the  natural  source  of  most  of  the  data 
that  we  are  talking  about.  Since  they  are  available  to 
all  and  bridge  across  all  of  the  programs,  such  as 
CETA,  welfare,  economic  development,  and  the  others, 
putting  the  assignment  there  is  a  good  way  of  avoiding 
duplication  of  effort  within  the  states  and  the  com- 
munities . 

But  there  is  a  vast  range  of  competence  among 
these  units.  Some  are  very  good  and  some  of  them  are 
at  the  opposite  end  of  the  spectrum,  with  others 
ranging  in  between.  There  is  no  accepted  model  for  the 
production  of  much  of  this  data. 

On  the  other  hand,  I  think  it  is  fair  to  say  that 
the  Bureau  of  Labor  Statistics  has  almost  a  corner  on 
competence  in  this  arena.  However,  it  has  had  pri- 
marily a  national  assignment  and  focus  and  its  rela- 
tionship to  states  and  localities  has  been  to  extract 
data  from  that  level  bringing  it  up  and  aggregating  it 
for  national  means. 

This  body  could  make  a  great  contribution  by 
recommending  that  there  be  some  sort  of  a  task  force 
within  the  Department  of  Labor,  perhaps  at  the  Secre- 
tarial level,  reporting  directly  to  the  Under  Secretary 
or  Secretary,  to  orchestrate  and  coordinate  the 
capabilities  of  BLS,  those  people  within  the  Department 
who  have   responsibility  for  CETA,    the   folks  who  have 
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responsibility  for  the  employment  security  system, 
including  the  research  and  analysis  units,  those  in 
OPER  who  have  planning  concerns,  NOICC,  and  others  to 
see  what  kind  of  a  system  could  emerge  out  of  these 
constituent  parts.  That  task  force  could  see  to  it 
that  the  quality  of  what  is  produced  at  the  local  level 
is  improved,  but  more  important  than  that,  that  it  is 
made  available  for  use  at  that  level  and  that  the  full 
competence  that  exists  within  the  BLS  and  others  at  the 
national  level  be  focused  on  the  creation  of  some  kind 
of  a  state  and  local  manpower  data  system  that  would 
provide  the  data  for  the  planning  uses  of  all  these 
different  bodies. 

That  would  require  training  of  staff  at  the  local 
level,  the  development  of  some  kind  of  an  overall  model 
for  use,  and  a  technical  assistance  role  from  the 
national  level,  but  still  leave  the  people  at  the  state 
and  local  level  free  to  develop  and  use  the  kind  of 
data  that  they  need. 

If  there  are  any  questions  on  that  or  any  other 
subject  where  I  can  be  of  help,  I  would  be  most  happy 
to  try  to  do  so. 

CHAIRMAN  LEVITAN:  Let  me  try  on  the  last  one.  I 
am  not  sure  what  you  meant.  Would  you  give  the  money 
to  the  states  and  let  them  distribute  it?  How  would 
you  distribute  funds? 

DR.  MANGUM:     Funds  for  what  purposes? 

CHAIRMAN  LEVITAN:  For  CETA,  an  institution  with 
which  you  are  very  well  acquainted. 

DR.  MANGUM:  The  allocation  formula,  of  course, 
has  to  emerge  out  of  Congress.  Somebody  here  has  to 
decide  how  to  distribute  the  bucks  out  there  across  the 
land . 

There  are  clear  problems  that  emerge  from  using 
unemployment.  These  were  discussed  by  the  previous 
speaker  and  I  am  sure  have  been  discussed  many  times  by 
others,  problems  of  the  measure  of  employment  and  unem- 
ployment, problems  of  those  who  are  out  of  the  labor 
force,  the  discouraged  workers,  the  fact  that  the  labor 
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force  participation  rates  for  all  age-sex  groups  tends 
to  be  lower  in  the  central  cities,  the  problems  of 
rural  areas  and  that  kind  of  thing. 

I  do  not  know  exactly  what  I  would  use  for  a  dis- 
tribution formula,  though  it  would  be  something  more 
like  the  hardship  index  notion  which  combines  family 
income  and  unemployment  rather  than  being  limited 
strictly  to  unemployment. 

I  really  do  not  consider  that  one  a  very  complex 
problem.  Any  formula  will  take  from  some  and  give  to 
others,  and  that  is  the  essential  issue.  Congress  just 
has  to  decide  who  it  wants  to  have  the  money  go  to  and 
derive  a  formula  which  does  it.  For  my  preferences,  it 
is  just  simply  a  matter  of  somebody  coming  up  with  a 
formula  which  does  take  into  account  poverty  and  low 
labor  force  participation  rates  as  well  as  unemployment 
and  use  some  kind  of  a  multiple  criteria  rather  than 
the  simple  criteria  of  unemployment. 

CHAIRMAN  LEVITAN:  Let's  assume  you  would  want  to 
give  some  money  to  Provo,  Utah,  and  Congress  passes 
another  billion  dollars  now,  either  for  CETA  or,  as 
Congressman  Harrington  testified  today,  for  public 
works.  What  would  you  tell  the  Commission  concerning 
how  that  money  should  be  allocated?  How  should  it 
reach  the  Honorable  Mayor  of  Provo? 

DR.  MANGUM:  The  Honorable  Mayor  of  Provo  does 
very  well  under  the  present  system.  The  major  obstacle 
to  solving  that  problem  is  whenever  you  make  a  sugges- 
tion for  changing  the  formula,  those  who  are  profiting 
by  the  present  formula  are  going  to  oppose  it.  Those 
who  are  in  the  areas  where  the  population  is  very 
homogeneous,  which  do  not  have  the  concentrated  central 
city  problems,  are  going  to  do  well  by  a  formula  that 
stresses  unemployment.  Locations  which  have  a  serious 
poverty  problem  and  a  less  than  homogeneous  labor  force 
have  the  undercount  problem  and  lose  bucks. 

CHAIRMAN  LEVITAN:  No,  I  will  tell  you  once  more. 
Since  nobody  in  Washington  either  knows  how  many  unem- 
ployed or  how  many  poor  people  there  are  in  Provo,  what 
formula  would  you  use  to  allocate  the  money,  either  to 
Utah  or  to  Provo,  so  that  it  reaches  the  people  there? 
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DR.  MANGUM:  Well,  if  I  understand  your  question, 
Mr.  Chairman,  it  is  really  not  a  question  of  the  allo- 
cation formula  as  much  as  the  count  of  unemployment. 
There  are  really  two  issues.  One,  how  do  you  count  the 
number  of  unemployed  and  poor  or  whaever  else  your 
criteria  for  targeting  are?  And  the  other  is  how  do 
you  allocate  the  funds  once  you  have  a  count? 

I  commented  on  the  need  for  some  kind  of  a  multi- 
ple hardship  index  for  the  allocation,  but  for  the 
count   

CHAIRMAN  LEVITAN:    Which  we  appreciate. 

DR.  MANGUM:  For  the  CETA  count,  what  I  recom- 
mended in  the  earlier  paper  is  a  restructuring  of  the 
CPS  so  that  the  primary  sampling  units  are  continuous 
and  encompass  the  prime  sponsor  jurisdictions  along 
with  supplementation  from  unemployment  insurance  data 
drawn  primarily  from  the  ES-202,  an  extension  of  the 
Continuous  Wage  Benefit  History,  to  all  the  states  and 
a  beefing  up  of  the  CPS  samples  in  the  larger  central 
cities  to  draw  them  more  heavily  into  the  sample  com- 
pared to  the  suburban  areas  to  offset  somewhat  the 
undercount.     That  ought  to  help  improve  the  situation. 

CHAIRMAN  LEVITAN:  I  am  departing  from  my  prac- 
tice. I  am  always  the  last  one  to  ask  questions,  but 
let  me  ask  you  one  more.  Do  you  have  any  idea  how  much 
it  would  cost  to  extend  the  Continuous  Wage  History 
Survey  to  all  of  the  states?  Have  you  ever  checked  any 
ballpark  figure? 

DR.  MANGUM:    No,  I  have  not. 

I  did  try  to  price  out  what  I  was  recommending  for 
CPS  and  came  to  the  conclusion  that  it  would  raise  the 
present  $18  million  cost  to  $24  million,  or  about  $6 
million  additional.  That  was  simply  by  increasing  the 
size  of  the  sample  in  certain  areas.  I  have  not 
checked  to  see  what  it  would  cost  to  extend  the  Con- 
tinuous Wage  Benefit  History  since,  as  I  understand  it, 
it  is  the  intent  for  that  to  be  extended  anyway.  A 
pilot  is  currently  going  on  in  15  states,  but  with  the 
full  intention,   as  the  bugs  are  worked  out  of  the  sys- 
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tem,  to  extend  it.  So,  it  is  not  going  to  be  an  addi- 
tional cost.  It  is  just,  as  I  understand  it,  a  ques- 
tion of  timing  as  to  when  that  system  will  be  in  place. 

CHAIRMAN  LEVITAN:     Yes.     Mr.  Oswald. 

MR.  OSWALD:  One  of  the  things  that  you  mentioned 
in  terms  of  building  blocks--and  I  have  not  had  an 
opportunity  to  read  your  paper   

CHAIRMAN  LEVITAN:     Nobody  has. 

MR.  OSWALD:  You  do  not  mention  the  790  series  as 
a  basis  at  all  for  looking.  Should  we  look  at  all  of 
the  changes  in  terms  of  employment  that  we  do  get  from 
the  790  series  to  determine  what  is  happening  in  par- 
ticular areas? 

DR.  MANGUM:  I  had  referred  in  the  paper  to  the 
790  series  and  commented  primarily  on  the  lack  of  occu- 
pational data  within  the  790  series.  Since  in  the 
paper  I  was  talking  from  the  standpont  of  CETA  prime 
sponsors  who  have  a  great  need  on  the  one  hand  for 
recipient  characteristics  and  on  the  other  for  occupa- 
tional data,  that  did  not  meet  their  particular  needs. 

That  does  not  mean  it  is  not  a  valuable  series. 

MR.  OSWALD:  I  guess  really  the  question  that  I  am 
asking  goes  a  little  bit  more  this  way:  Even  extending 
CPS  as  you  indicated  to  that  extent,  how  reliable  will 
the  data  be  for  particular  areas? 

There  are  certain  problems  with  UI  data  because  of 
various  issues  that  deal  with  eligibility,  place  of 
residence,  and  a  number  of  others  that  you  are  familiar 
with.  Should  the  data  that  comes  from  the  790  series 
be  in  any  way  integrated  into  the  sole  process  for 
making  a  local  area  estimate  on  a  better  basis? 

DR.  MANGUM:  We  are  trying  to  develop  out  in  our 
state  a  county-level  industry-occupation  matrix  which 
uses  790  data  among  others.  We  are  quite  sanguine 
about  the  prospects  for  being  able  to  develop  a  system 
at  the  county  level  there  which  will  be  accurate  enough 
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for  most  planning  purposes.  It  won't  be  adequate  for 
allocation  of  dollars. 

Tremendous  precision  is  not  needed  for  planning. 
What  the  planner  is  concerned  with  is  general  magni- 
tudes and  directions  of  trend.  Whether  one  is  off  a 
tenth  of  a  percent  here  or  there  does  not  amount  to 
very  much.  But  where  every  tenth  of  a  percent  is  so 
many  million  dollars,  people  really  get  anxious  for 
precision. 

CHAIRMAN  LEVITAN:    Ms.  Wills. 

MS.  WILLS:  You  talked  about  the  NOICCs  and  the 
SOICCs--I  think  there  are  maybe  only  five  or  six  of 
them  established  and  even  with  staff  around  the  country 
right  now. 

CHAIRMAN  LEVITAN:  Would  you  spell  out  those  words 
for  the  record? 

MS.  WILLS:  SOICCs,  State  Occupational  Information 
Coordinating  Committees,  established  by  the  Vocational 
Education  Act  of  1976,  and  now  written  throughout  CETA. 

Also,  in  a  somewhat  unrelated  area,  the  Census 
Bureau  is  talking  about  establishing  state  data  centers 
prior  to  the  1980  census  on  an  experimental  basis.  It 
is  my  understanding  that  the  concept  of  what  Census  is 
talking  about  is  a  technical  assistance,  resource 
center  that  can  provide  census  information  to  the  users 
within  that  state. 

Obviously,  that  is  connected  in  many  cases  to 
universities.  I  specifically  pull  all  those  in  because 
when  you  talked  about  some  of  the  organizational 
dilemmas  we  have,  and  we  have  had  three  or  four  people 
today  testifying  how  to  use  the  data  that  we  now  have. 

The  Conference  of  Mayors,  for  example,  specifi- 
cally called  for  some  kind  of  technical  assistance 
system.  Their  obvious  concern  is  with  the  cities.  My 
concern,  quite  frankly,  is  for  all  users,  and  that  is 
not  saying  it  is  not  important  for  the  cities. 

Another  area  that  people  have  talked  about  is  a 
review  board  at  the  federal  level  to,  in  essence,  be  an 
audit  agency  for  the  statistical  system.    Other  people 
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have  talked  about  establishing  a  federal  statistical 
oversight  agency  of  some  sort  or  another. 

I  think  those  all  translate  into  everybody,  in 
essence,  asking  for  the  same  thing,  but  nobody  coming 
up  with  a  good  way  to  improve  the  knowledge  base  of  the 
statistics  that  we  now  have. 

Do  you  have  any  recommendations?  You  mentioned 
earlier  the  need  to  help  the  research  and  statistical 
units  inside  ES  agencies.  I  am  as  aware  as  you  are  of 
the  long-term  battle  between  EPA  and  BLS.  I  do  not 
think  they  are  going  to  go  away  tomorrow. 

How  would  you,  sir,  improve  that  system?  Where 
would  you  start?  Would  you  start  with  technical  assis- 
tance through  the  R&A  division  or  give  them  more  money? 
Or  where  would  you  start? 

DR.  MANGUM:  You  have  broadened  the  question  much 
beyond  my  thinking.  I  have  been  thinking  about  it  pri- 
marily in  the  labor  market  terms.  That  brings  the 
issue  down  within  the  scope  of  the  Department  of  Labor. 
When  you  broaden  it  out  to  census  relationships,  that 
is  really  broader  than  I  am  prepared  to  react  to  at  the 
moment . 

As  far  as  the  labor  market  is  concerned,  it  really 
has  to  start  in  the  Department  of  Labor  with  the 
pulling  together  at  the  top  levels,  that  is,  the  Secre- 
tary level,  finding  out  what  the  basic  problems  are 
that  keep  two  agencies  reporting  to  the  same  individual 
having  such  long-term  difficulties. 

The  first  step  is  to  use  the  competence  that 
exists  within  the  BLS  primarily,  designing  a  model 
system,  not  one  that  is  going  to  be  imposed  neces- 
sarily, but  one  which  is  designed  as  a  model  system, 
then  provide  technical  assistance  and  training  to  those 
people  out  in  the  R&A  units  so  that  they  can  provide 
and  disseminate  the  sort  of  data  that  is  needed  at  the 
state  and  local  level. 

The  second  step  is  to  provide  them  with  a  modest 
increase  of  funds  so  that  they  can  generate  data  for 
the  local  level  as  well  as  the  data  that  they  are  now 
funded  to  feedback  into  Washington. 

But,  I  would  certainly  start  with  the  increase  of 
competence  before  I  worried  very  much  about  increasing 
the  bucks. 
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MS.  WILLS:  The  reason  I  expanded  it  was  because 
Congress  expanded  it  when  they  established  the  NOICC 
and  SOICC  system  and  that  was,  frankly,  my  primary 
reason. 

One  other  question.  Sar  was  asking  you  about 
formulas.  Some  people,  on  the  Hill  and  in  the 
authorizing  committees  to  be  specific,  have  suggested 
that  perhaps  one  of  the  ways  to  get  ourselves  out  of 
this  dilemma  of  inadequate  statistics  generated  through 
the  CPS  is  to  use  administrative  data  within  states. 
That  is,  to  devise  some  method  to  allocate  to  states 
and  then  within-state  use,  for  example,  public  aid 
statistics  and  unemployment  insurance  statistics.  One 
can  add  to  that  level  of  education,  or  whatever  else. 
So,  at  least  within-state,  there  would  be  consistent 
data  based  upon  administrative  records  that  would 
perhaps  be  less  troublesome  than  what  we  now  have  with 
the  error  rate  of  the  CPS  having  millions  of  dollars 
riding    on    it.     Do  you  have   any  thoughts   about  that? 

DR.  MANGUM:  It  seems  to  me  that  you  still  get 
into  the  same  problem.  It  depends  on  what  administra- 
tive data  you  use.  If  you  use  unemployment  statistics, 
then,  of  course,  you  have  the  problems  which  we  have 
just  talked  about. 

MS.  WILLS:     Unemployment  insurance. 

DR.  MANGUM:  I  meant  unemployment  insurance  sta- 
tistics. You  have  the  problem  that  only  a  fraction  of 
the  labor  force  is  covered  by  or  are  eligible  for  unem- 
ployment compensation.  Some  of  the  groups  you  are  most 
concerned  with,  the  new  entrants  to  the  labor  markets 
and  particularly  youth  and  women,  are  very  much  under- 
represented  among  those  who  are  eligible. 

If  you  move  to  welfare  statistics,  then  you  have 
another  set  of  criteria  and  another  set  of  problems. 
So,  you  are  not  going  to  get  away  from  the  problem  by 
going  down  to  the  administrative  level.     But  still  

CHAIRMAN  LEVITAN:  The  question  is:  Which  is  your 
favorite  problem? 
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DR.  MANGUM:     Which  is  my  favorite  problem? 

We  still  have  to  come  up  with  a  system  which  sup- 
plements the  unemployment  data  with  some  kind  of  a 
measure  of  family  income  and  some  kind  of  a  measure  of 
those  out  of  the  labor  force  but  potentially  employ- 
able . 

Whether  you  do  it  at  the  national  level  or  the 
state  level,   it  really  boils  down  to  the  same  problem. 

CHAIRMAN  LEVITAN:  I  would  suggest  that  when  you 
come  to  this  town,  do  not  mention  family  income.  I  was 
berated  late  yesterday  by  two  witnesses  for  using  that 
old-fashioned,  reactionary  term  "family  income." 

DR.    MANGUM:      We    still    have    families    in  Utah. 

CHAIRMAN  LEVITAN:  That  is  what  I  say.  When  you 
are  close  to  the  mountains,  it  is  okay,  but  not  when 
you  come  down  to  this  valley. 

(Laughter. ) 

SPEAKER:    We  have  them  in  Chicago,  too. 
CHAIRMAN  LEVITAN:     Mr.  Moskow. 

MR.  MOSKOW:  Garth,  on  the  use  of  administrative 
statistics,  if  administrative  statistics  were  to  be 
used  widely  to  base  distribution  of  funds  on  different 
programs  that  were  mentioned  before,  is  there  a  risk 
that  those  administering--since  there  are  a  lot  of 
dollars  riding  on  these  decisions--the  programs  are 
going  to  be  more  vigorous  in  their  administration,  or 
however  you  want  to  put  it,  to  try  and  get  a  bigger 
slice  of  the  pie? 

DR.  MANGUM:  I  am  sure  tht  would  be  a  problem.  It 
used  to  be  that  the  Chamber  of  Commerce  in  every  town 
was  complaining  that  the  government  is  making  us  look 
bad  by  counting  us  as  having  too  many  unemployed.  Now, 
everybody  is  yelping  because  you  do  not  count  enough 
unemployed  to  get  them  enough  bucks . 

Any  formula  has  to  be  arbitrary.  Somebody  just 
has   to    come  up  with  the  best  arbitrary  formula  that 
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they  can  and  pass  the  bucks  out  and  let  people  scream. 
I  am  not  so  much  concerned  about  people  complaining  as 
I  am  about  the  fact  that  I  think  the  present  system 
does  in  fact  put  the  money  to  some  extent  in  the  wrong 
places . 

I  happen  to  live  in  one  of  those  places  that 
profits  by  the  present  formula,  but  if  our  programs  are 
primarily  designed  to  help  people  with  various  dis- 
advantages to  make  their  way  into  successful  employ- 
ment, then  the  present  system  has  a  bias  in  it  that 
ought  to  be  corrected. 

But  whatever  formula  you  come  up  with  is  not  going 
to  make  everybody  happy  and  make  them  quit  complaining 
or  suing  the  federal  government  or  anything  else. 
Administrative  statistics  are  being  used  and  used 
effectively  by  many  prime  sponsors  for  planning  pur- 
poses.     And    they   make    a    great  deal   of  use   of  them. 

When  you  ask  CETA  prime  sponsors'  staff  what  addi- 
tional planning  data  they  need,  they  really  are  rela- 
tively modest  in  the  things  they  ask  for  because  they 
think  that  they  can  do  pretty  well  at  the  kind  of  low- 
level  precision  they  really  need  for  planning  purposes 
with  availble  administrative  data. 

But,  as  you  suggest,  if  you  start  using  any  data 
for  the  distribution  of  dollars,  then  you  have  the 
demand  for  precision  again  because  every  bit  of  preci- 
sion means  an  extra  dollar.  You  also  have  the  incen- 
tives to  bias  reporting  in  various  ways. 

MR.  MOSKOW:  My  other  question  is  related  to  your 
suggestion  for  this  type  of  technical  assistance  to  the 
states.  You  mentioned  a  model  program.  We  had  some 
testimony  earlier  today  by  the  Conference  of  Mayors,  as 
Joan  mentioned,  where  they  were  envisioning  that  the 
assistance  would  go  directly  to  the  cities. 

I  was  wondering  if  the  key  units  were  the  state 
employment  agency  research  groups  that  you  mentioned. 
Would  they  be  able  to  develop  models  and  provide 
assistance  at  both  the  local  level  and  the  state  level, 
or  are  you  talking  about  the  federal  government  dealing 
with  people  at  two  different  levels  in  addressing  this 
problem? 
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DR.  MANGUM:  First,  I  think  that  the  model  and 
models  ought  to  be  developed  nationally  and  then  sug- 
gested to  the  state  level,  where  they  can  be  modified. 
I  think  the  state  is  the  appropriate  focal  point  for 
the  data  systems  that  we  are  talking  about.  1  do  not 
think  there  is  any  other  political  jurisdiction  on  a 
substate  level  that  really  comes  near  enough  to  encom- 
passing a  labor  market. 

It  certainly  would  not  be  the  city;  it  would  be 
the  county,  if  anything.  But  we  have  essentially  state 
education  systems,  state  systems  of  employment  secur- 
ity, state  public  welfare  systems,  and  so  forth,  and 
that  ought  to  be  the  focal  point,  and  then  those  people 
at  that  point  ought  to  be  asked  to  generate  data  on 
city  and  county  lines  to  the  extent  necessary. 

In  most  cases,  data  at  the  city  level  is  not 
necessary.  The  county  level  is  more  likely  because  it 
comes  nearer  to  encompassing  a  labor  market.  With 
state  generation  of  data  reported  at  the  county  level, 
the  needs   of  the   cities  will  be  met  reasonably  well. 

MR.  MOSKOW:  The  problem,  of  course,  is  the  tre- 
mendous disparity  in  political  jurisdictions  throughout 
the  United  States  so  that  when  we  generalize  and  say 
county  would  be  more  appropriate  than  city,  it  may  be 
in  Utah;    it   may   not   be    in   Illinois,   or  vice-versa. 

DR.  MANGUM:  Yes,  but  can  you  say,  on  the  other 
hand,  that  city  is  going  to  be  more  likely  to  come  to 
it  than  county?  Or  would  you  argue  that  states  will 
never  do  because  so  many  metropolitan  areas  overlap 
state  boundaries?  We  have  to  live  to  some  extent  with 
what  we  have.  If  political  jurisdictions  could  be 
redrawn  along  economic  lines,  okay. 

Since  we  cannot,  you  have  to  live  with  what  we 
have.  In  my  opinion  the  state  comes  the  nearest  to 
being  the  reasonable  place  to  generate  this  kind  of 
data.  On  a  substate  basis,  the  focus  and  locus  could 
be  varied.  In  most  cases  the  county  would  come  closest 
to  meeting  substate  needs.  There  may  be  some  areas  in 
some  states  where  you  might  want  to  do  it  differently, 
but  that  doesn't  mean  the  state  agency  could  not 
generate  the  local  data. 
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CHAIRMAN  LEVITAN:     Mr.  Anderson. 

MR.  ANDERSON:  By  the  way,  your  comment  about  the 
competence  of  BLS,  I  think,  is  one  of  the  more  generous 
things  that  has  been  said  about  the  agency  in  the  two 
days  of  hearings  here,  and  I  am  sure  that  they  will  be 
pleased  to  hear  that. 

It  is  an  interesting  idea  to  have  at  the  national 
level  the  development  of  models  for  data  collection 
that  could  be  used  for  planning  purposes  at  both  the 
state  and  local  level,  and  that  idea  goes  beyond  what 
you  expressed  in  your  paper,  where  you  were  dealing 
only  with  CETA. 

What  I  wonder  about,  though,  is  the  incentive 
system  that  would  have  to  be  developed  to  get  the  state 
employment  services,  the  research  and  analysis  units 
there,  to  in  fact  cooperate  in  receiving  this  technical 
assistance  and  then  going  forth  to  do  an  exemplary  job. 

I  have  in  the  back  of  my  mind  the  numerous  prob- 
lems with  the  federal-state  relationship  in  the  employ- 
ment service.  It  does  not  appear  to  be  a  very  harmoni- 
ous relationship.  It  is  a  love-hate  relationship.  The 
federal  government  pays  for  these  services  and  then  the 
state  pretty  much  goes  on  its  own  to  do  this.  The 
governors  of  the  states  do  not  seem  to  have  very  much 
control  over  what  happens  in  the  state  employment  ser- 
vice, and  many  of  them  do  not  have  any  interest  in  what 
happens  there. 

I  would  be  interested  in  your  comments  on  what 
incentives  would  be  needed  to  have  what  I  think  is  a 
very  fine  idea  implemented  to  improve  the  quality  and 
availability  of  state  and  local  data. 

DR.  MANGUM:  First,  it  has  been  my  observation 
that  the  state  employment  security  system  responds 
remarkably  well,  maybe  too  well  sometimes,  to  the 
directives  and  the  patterns  that  come  down  from  on  high 
in  Washington.  As  you  say,  generally,  in  most  states 
the  governor  does  not  have  very  much  to  do  with  it. 

Generally,  most  of  the  employment  service  people 
tend  to  look  toward  the  regional  office  and  then  on  to 
Washington  for  their  directions.  I  think  they  do 
reasonably  well   what   they   are   required  to  do,  which 
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essentially  at  this  point  is  that  they  have  been 
required  to  gather  certain  state  and  local  data  and 
report  it  to  Washington. 

They  are  not  in  any  way  required  in  most  cases  to 
package  it  and  put  it  out  to  the  local  folks.  Some 
states  take  the  initiative  and  do  it  and  do  reasonably 
well.    The  rest  of  them  do  not. 

I  think  that  if  you  establish  the  pattern  and  made 
that  a  part  of  their  assignment  that  they  are  supposed 
to  generate  the  data  in  this  pattern  and  publish  it  in 
this  form,  most  states  would  do  it.  Most  people  would 
prefer  to  be  a  little  more  competent  than  they  are  now, 
and  most  people  do  not  tend  to  turn  down  training 
opportunities  when  they  come  along. 

The  regional  training  centers  under  CETA  do  not 
have  a  great  deal  of  difficulty  getting  state  people  to 
come  in  and  sit  in  their  workshops,  as  long  as  the 
training  is  worthwhile.  If  you  put  on  a  training  pro- 
gram, generally  people  will  respond  by  coming  and 
taking  the  training.  If  the  training  is  good,  good 
people  will  come.  If  not,  those  with  nothing  else  to 
do  will  come.  If  you  put  on  certain  requirements  in 
terms   of  competence,    generally  they  are  responded  to. 

Now,  there  is  not  going  to  be  any  exemplary  sys- 
tem. It  is  a  question  of  what  you  expect  and  what  is 
reasonably  and  humanly  possible. 

Having  worked  with  these  folks  at  the  state,  local 
and  national  level  for  a  good  many  years,  I  think  they 
are  reasonably  competent  human  beings  and  respond  about 
as  well  as  I  would  expect  to  see  people  do. 

I  tend  to  think  it  is  really  more  a  problem  of 
structuring  the  system  so  people  cannot  only  get  the 
rewards,  but  remove  some  obstacles  for  them  doing  what 
they  really  would  naturally  like  to  do  anyway  because 
of  the  assignment  and  the  titles  they  carry  in  their 
jobs. 

CHAIRMAN  LEVITAN:  Thank  you.  Dr.  Mangum,  for 
coming  to  share  your  thoughts  with  us. 

Before  we  close  these  hearings,  is  there  anybody 
else  who  wants  to  place  any  concerns  before  the  Commis- 
sion? 
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I  still  see  two  suffering  BLS  staff  people  who 
have  stayed  with  us  for  the  last  two  days;  I  do  not 
want  to  say  I  will  give  you  equal  time;  that  would  mean 
we  would  stay  all  night.  But  if  you  want  any  statement 
for  the  record  now,  please  include  it.  No? 

Thank  you  very  much.  The  hearings  stand 
adjourned. 

(Whereupon,  at  5:00  p.m.,  the  hearing  was 
adjourned. ) 
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NATIONAL  LEAGUE  OF  CITIES 
1620  Eye  Street,  N.W. 
Washington,  D.C.  20006 

August  3,  1978 

Dr.  Sar  Levitan 
Chairman 

National  Commission  on  Employment 

and  Unemployment  Statistics 
Suite  550 

2000  K  Street,  N.W. 
Washington,  D.C.  20006 

Dear  Dr.  Levitan: 

When  I  testified  last  May  12th,  you  and  other  Commission 
members  requested  that  NLC  respond  to  a  number  of 
questions  concerning  the  specific  data  improvements  we 
would  like  to  see,  the  definition  of  unemployment, 
alternative  conceptualization  of  unemployment  and 
whether  or  not  administrative  data  should  be  used 
instead  of  surveys. 

In  preparing  our  response,  we  have  reviewed  the  testi- 
mony of  Edwin  Coleman  of  the  Bureau  of  Economic  Analysis 
and  Brian  Motley  of  the  University  of  Kentucky. 

Before  getting  into  our  answers,  I'd  like  to  indicate 
that  NLC  is  not  able  to  provide  the  cost  estimates 
associated  with  alternative  methodologies  for  collecting 
data;  however,  we  feel  that  the  cost  benefit  ratio 
favors  allocating  more  resources  at  all  levels  of 
government  than  is  presently  the  case.  From  the  point 
of  view  of  resources,  the  $16  to  $20  billion  that  is 
allocated  to  state  and  local  governments  on  the  basis  of 
employment  and  unemployment  data  would  argue  for  a 
substantial  investment  in  making  sure  that  the  data  used 
accurately  reports  the  conditions  that  exist  for  each 
recipient  government. 
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A  second  point  concerning  the  allocation  of  funds  is 
that  NLC  supports  annual  allocation  of  funds  based  on 
annual  data.  Whereas  the  national  economy  may  move 
significantly  one  way  or  another  in  a  month's  time, 
generally  local  economies  do  not.  It  seems  that  if  the 
frequency  of  reporting  were  reduced,  efforts  for  greater 
accuracy  could  claim  a  larger  share  of  the  available 
resources.  From  a  city's  point  of  view,  annual  alloca- 
tions would  be  better  for  budgeting.  Worrying  about 
wide  ranges  of  possible  receipts  based  on  quarterly 
allocations  is  very  disruptive,  as  I  pointed  out  in  my 
testimony.  Recently  Milwaukee  experienced  a  drop  of  $1 
million  in  its  quarterly  antirecession  allocation.  This 
was  very  disruptive  to  Milwaukee,  and  it  was  not  the 
only  city  that  experienced  such  a  variation. 

Improving  collection  techniques  is  only  part  of  the  data 
problem  facing  cities.  Better  definition  of  urban 
problems  comes  before  better  data,  and  in  this  regard, 
we  look  to  the  Commission  to  offer  suggestions  to  help 
us  to  better  understand  the  dimensions  of  problems  con- 
fronting our  nation's  cities.  Currently,  much  of  the 
furor  concerning  federal  statistics  is  that  they  are 
only  approximations  of  the  magnitude  of  a  general  prob- 
lem and  reveal  very  little  about  the  qualities  of  that 
problem.  Knowing  more  about  the  problem  will  help  guide 
formulation    of    better    public    policies    and  programs. 

Dr.  Anderson  requested  we  examine  the  work  BLS  is  doing 
on  employment-population  ratios.  These  are  studies 
concerning  employment,  not  unemployment.  As  long  as 
unemployment  remains  the  primary  symptom  of  urban 
problems,  NLC  can  see  few  useful  results  from  studying 
employment  and  its  relation  to  population  as  a  whole. 
Instead,  we  need  to  study  the  causes,  character,  and 
magnitude  of  the  unemployed  population.  We  need  to 
learn  how  public  actions  can  help  to  allow  each  of  the 
unemployed  to  have  the  opportunity  to  be  employed  and  to 
earn  an  adequate  wage. 
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Other  definitional  changes  NLC  would  like  are  identi- 
fication of  different  types  of  unemployed.  For  example, 
the  magnitude  of  the  structural  unemployment  problem  is 
really  unknown.  To  aim  resources  at  a  problem  of 
unknown  dimensions  may  have  us  hunting  a  mouse  with  a 
shotgun  or  an  elephant  with  a  peashooter.  Also,  dis- 
tinctions between  part-time,  full-time,  and  moonlighting 
jobs  is  necessary.  Certainly,  knowing  the  size  of  the 
two-worker  household  population  and  the  behavior  of  the 
second-job-of-the-house  employee  may  help  us  to  isolate 
the  unemployed  population  better.  This  latter  category 
would  include  the  voluntary  and  involuntary  unemployed 
as  well. 

Recently,  the  National  League  of  Cities'  policy  com- 
mittees have  been  struggling  with  the  question  of  which 
urban  needs  are  the  most  important  and  how  we  can 
structure  a  hierarchy  of  needs  at  the  city  level  in 
order  to  provide  better  focus  for  federal  aid.  Not 
surprisingly,  economic  activity  was  seen  as  having  a 
primary  relationship  to  both  the  fiscal  stability  and 
solvency  of  a  community  and  the  employment  opportunities 
for  the  residents  of  that  community.  The  Community 
Development  Committee  adopted  the  position  that  the  tax 
base  and  employment  are  derivative  of  the  level  of 
economic  activity,  and  the  Urban  Conservation  Task  Force 
identified  the  cluster  of  problems  around  unemployment 
and  individual  economic  hardship  as  most  important. 
This  implies  that  measures  of  employment  and  unemploy- 
ment must  consider  individual  economic  independence. 
The  employment  and  earnings  inadequacy  (EEI)  index  con- 
structed by  yourself  is  a  very  useful  measure  of  urban 
distress.  A  great  literature  surrounds  the  psychology 
of  poverty  and  dependency  upon  federal  largess  and  what 
that  does  to  individuals,  their  initiative,  etc.,  and  to 
the  community  in  which  they  live.  Without  belaboring 
the  point,  individual  economic  independence  is  the 
epitome  of  the  American  dream  and  the  nightmare  of  many 
central  cities. 

Choices  must  be  made  concerning  why  we  collect  data.  If 
employment  and  unemployment  data  are  to  be  used  for  the 
allocation   of  federal   funds,   that  purpose   is  distinct 
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from  measuring  certain  levels  of  economic  activity  or 
for  planning  macroeconomic  policy  and  requires  different 
definitions  for  each  unit  counted.  From  a  city's  point 
of  view,  discouraged  workers,  underemployed  workers, 
"unqualified  workers,"  and  new  entrants  all  represent  a 
service-dependent  population.  They  draw  on  the 
resources  of  the  city  for  many  services  as  well  as  on 
the  federal  government  for  transfer  income.  This  popu- 
lation creates  a  strain  on  the  local  budget  in  a  variety 
of  ways  and  it  is  this  population  that  in  many  ways 
exacerbates  the  fiscal  condition  of  cities.  If  the 
purpose  of  the  federal  aid  program  is  to  address  fiscal 
stress  in  cities,  then  not  counting  this  population 
means  that  you  understate  the  dimension  of  the  problem. 
Furthermore,  whether  it  is  voluntary  or  involuntary  is 
meaningless  because  they  still  consume  the  services  that 
are  creating  the  fiscal  stress  in  cities. 

In  Dr.  Coleman's  testimony,  he  requests  that  a  test  of 
the  current  level  of  compliance  in  filling  out  ES-202 
forms  be  made,  using  IRS  form  W-2  information.  This 
seems  to  us  to  be  a  very  reasonable  attempt  to  use 
administrative  records.  Other  proposals  he  indicates 
that  might  be  very  helpful  are  to  use  the  current  work 
history  sample  that  the  social  security  system  maintains 
and  the  IRS  W-2  information,  as  a  way  of  getting  at 
employment  by  establishment.  Currently,  the  employment 
data  collected  from  multiestablishment  employers  is  not 
separable  into  the  employment  at  each  establishment.  In 
conversations  with  BEA,  they  have  indicated  that  estab- 
lishment data  on  employment  could  provide  the  type  of 
basic  information  necessary  to  get  to  city  level  esti- 
mates of  employment  and  income.  It  would  also  provide 
information  about  commutation  patterns  and  a  number  of 
other  characteristics  of  the  local  economy.  In  fact, 
Dr.  Coleman  holds  out  such  optimism  in  his  testimony: 
"The  new  social  security  system  .  .  .  will  for  the  first 
time  put  all  W-2  information  into  a  computer-readable 
form.  This  change  in  administrative  procedures  presents 
an  excellent  opportunity  for  the  development  of  a 
statistical  information  system  capable  of  producing  data 
on  employment,  wages,  migration,  and  coiranutation 
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patterns  on  an  annual  basis  and  at  the  same  time  provide 
a  check  on  the  ES-202  funds."  NLC  is  very  supportive  of 
such  a  use  of  administrative  records,  particularly  since 
it  would  provide  a  wide  variety  of  information  about  a 
local  economy  without  having  to  use  independent  sources 
for  each  particular  characteristic.  As  you  are  aware, 
data  on  a  local  economy  from  two  different  sources  quite 
often  vary. 

Dr.  Coleman  indicates  that  there  is  a  confidentiality 
restraint  because  of  provisions  in  the  Tax  Reform  Act  of 
1976.  NLC  would  be  happy  to  support  a  modification  of 
this  provision  in  order  to  assure  that  the  experiment 
with  the  W-2  information  can  be  conducted.  Specific 
confidentiality  requirements  could  be  done  after  a 
successful  experiment. 

In  our  testimony,  we  stated  that  the  handbook  method 
used  problematic  assumptions  to  estimate  the  noncovered 
employment  sector.  These  assumptions,  that  noncovered 
employment  situations  are  similar  to  those  in  covered 
employment,  that  job  opportunities  for  experienced 
workers  are  similar  for  new  entrants  are  out-of-date  by 
BLS'  own  admission.  However,  it  is  also  clear  that  the 
Current  Population  Survey  also  has  a  bias  relative  to 
the  age-sex-color  composition  of  subnational  areas.  NLC 
thinks  a  very  careful  analysis  of  city  conditions,  based 
upon  a  stratified  sample  of  different  cities,  is  neces- 
sary more  frequently  than  once  a  decade.  Generally,  the 
central  cities,  with  large  dependent  age  populations 
(under  18  and  over  60),  and  large  black  and  minority 
groups,  deviate  from  national  norms. 

The  need  for  better  data  at  the  federal  level  to  allo- 
cate federal  resources  to  solve  urban  problems  demands  a 
greater  commitment  of  resources  to  collection  and 
analysis.  However,  there  is  also  a  need  for  better  data 
at  the  local  level  for  the  variety  of  tasks  that  now 
must  be  accomplished  by  city  governments.  As  local 
economic  development  becomes  the  cornerstone  of  the 
federal  urban  policy  to  help  cities,  the  need  for  data 
about  their  economy,  particularly  employment,  unemploy- 
ment and  labor  force  information,  will  increase. 
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Furthermore,  it  seems  reasonable  to  enlist  the  help  of 
local  governments  to  improve  administrative  data  if,  as 
Dr.  Coleman  puts  the  case  against  administrative 
records,  statistical  uses  of  administrative  records  are 
always  a  lower  priority  than  the  program  uses.  Perhaps 
dollar  allocations  to  the  states  and  cities  to  provide 
additional  personnel  to  assure  that  the  information  col- 
lected is  as  accurate  as  possible  may  be  an  inexpensive 
way  to  improve  the  collection  of  data.  Of  course,  there 
are  alternative  means,  for  example,  that  a  federal 
planning  grant  can  go  to  large  SMSAs  so  that  they  can  do 
samples  within  their  jurisdictions  that  allow  for  better 
disaggregation  on  a  specific  SMSA  basis. 

As  with  the  welfare  program,  there  is  an  urgency  to 
standardization  of  the  employment  security  program  among 
the  various  states.  Because  states  do  not  use  the  same 
definitions,  their  counts  in  different  categories  are 
vastly  different.  It  is  important  that  more  standardi- 
zation be  achieved  because,  in  this  particular  program, 
the  central  city  residents  who  are  disenchanted  with  all 
government  institutions  might  be  encouraged  to  partici- 
pate, get  counted  and  receive  benefits  due  them. 

Thank  you  once  again  for  the  opportunity  to  work  with 
the  Commission,  and  we  stand  ready  to  offer  whatever 
additional  help  that  may  be  possible  for  NLC  to  give. 
We  also  look  forward  to  Commission  participation  in  our 
annual  meeting  at  the  end  of  November.  Enclosed  for 
your  information  is  a  recent  copy  of  Nation's  Cities. 
Please  note  the  article  by  Terrence  Jones  and  Don 
Phares . 

Sincerely, 

(Signed) 

Alan  Beals 
Executive  Director 

Enclosure 
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METHODS  FOR  COLLECTING  EMPLOYMENT 
AND  UNEMPLOYMENT  STATISTICS 

State  and  local  area  unemployment  statistics  are 
now  used  to  allocate  by  formula  over  $16  billion  in 
federal  dollars.  The  major  legislative  programs  for 
which  this  data  is  used  are  Titles  I,  II  and  VI  of  the 
Comprehensive  Employment  and  Training  Act  of  1973 
(CETA) ,  Title  IV  of  the  Public  Works  and  Economic 
Development  Act  of  1965  (PWEDA) ,  and  Titles  I  and  II  of 
the  Public  Works  Employment  Act  of  1976  (PWEA) . 

In  addition,  unemployment  rates  and  levels  are 
considered  in  the  funding  distribution  of  several  other 
programs.  Thus,  the  methods  used  to  collect  such  data 
potentially  can  have  a  very  significant  impact  on  the 
revenues  of  states  and  local  governments. 

The  Bureau  of  Labor  Statistics  is  now  instituting 
several  changes  in  the  way  local  area  unemployment  is 
measured.  The  United  States  Conference  of  Mayors 
believes  these  changes  will  tend  to  alter  official 
estimates  of  the  number  of  unemployed  and/or  unemploy- 
ment rates  in  cities. 

The  purpose  of  this  paper  is  to  review  the  par- 
ticular new  measurement  procedures  and  the  available 
data  so  that  interested  persons  can  understand  the 
possible  effects  and  make  rational  decisions  to  deal 
with  resulting  problems. 

Summary  of  Major  Points  and  Recommendations: 

The  following  is  a  summary  of  the  detailed  discus- 
sions which  can  be  found  in  the  rest  of  this  document 
along  with  Conference  of  Mayors  recommendations. 

Review  of  Facts  and  Data  Available: 

BLS  Myth:  A  simulation  of  old  and  new  measurement 
procedures  has  been  completed. 

Fact:  No  simulation  has  been  done  which  compares 
the  old  method  and  the  actual  new  method. 

BLS  Myth:  The  existing  simulation  shows  the  new 
procedures  will  not  work  to  the  disadvantage  of  cities. 
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Fact:  The  existing  simulation  compares  the  old 
method  which  was  used  in  most,  but  not  in  all,  cities 
with  "interim"  procedures  which  will  be  in  effect  in 
1978.  The  simulation  shows  that  even  the  "interim" 
procedures    will    work    to    the    disadvantage    of  cities. 

BLS  Oversight:  BLS  in  its  discussions  of  the  old 
and  new  procedures  has  implied  that  all  cities  have  used 
a  single  old  method. 

Fact:  Eleven  of  the  largest  cities  in  the  country 
have  made  direct  use  of  the  Current  Population  Survey 
data  in  computing  their  employment  and  unemployment 
levels  and  have  not  used  the  census  share  procedure. 
Available  data  show  that  these  cities  will  be  hurt  most 
by  the  new  method.  Employment  levels  for  these  cities 
will  be  overestimated  significantly  by  the  new  method. 

BLS  Myth:  The  new  method  is  much  more  accurate 
than  the  old  method. 

Fact:  There  are  serious  problems  with  both  the 
census  share  and  claims  population  ratio  methods.  To 
put  forth  as  BLS  has  done  that  the  statistical  shifts  in 
employment  and  unemployment  will  be  consistent  with 
existing  population  trends  grossly  oversimplifies  the 
situation  and  overlooks  the  many  inaccuracies  of  the  new 
method.  The  new  method  clearly  is  not  more  accurate 
than  the  present  CPS  ratio  method  in  eleven  of  the 
largest  cities. 

BLS  Myth:  The  new  method  will  mean  more  uniform 
estimating  procedures  across  the  country. 

Fact:  Different  methods  will  be  used  across  the 
country  for  the  next  several  years.  BLS  itself  only 
this  month  will  be  able  to  supply  information  on  which 
method  will  be  used  in  a  particular  state  in  1978. 
Moreover,  it  appears  that  BLS  is  giving  the  option  to 
state  labor  market  information  agencies  to  go  back  and 
redo  the  last  quarter's  1977  data  with  the  1978  method 
for  the  purposes  of  the  April  allocation  under  Title  I 
of  PWEA.  Thus,  a  severe  lack  of  uniformity  will  exist 
for  the  first  federal  program  to  be  affected  by  the  new 
method. 
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Recommendation  One:  Since  it  cannot  be  demon- 
strated by  BLS  that  the  new  procedures  are  significantly 
more  accurate  than  the  old  ones  and  since  states  will  be 
using  a  variety  of  methods  for  the  next  several  years, 
any  major  changes  for  calculating  unemployment  statisO 
tics  should  be  delayed  until  the  National  Commission  on 
Employment  and  Unemployment  Statistics  issues  its  final 
report . 

The  Commission  will  be  exploring  the  problems  with 
unemployment  measurement  procedures  and  will  be  address- 
ing the  issue  of  "discouraged  workers."  Neither  the  old 
nor  the  new  methods  take  into  account  "discouraged 
workers,"  most  of  whom  are  concentrated  in  cities.  The 
Commission  also  plans  to  make  recommendations  for  fund- 
ing formulas  which  measure  "need"  other  than  through  the 
unemployment  variable. 

Recommendation  Two:  The  Current  Population  Survey 
has  the  greatest  potential  for  producing  accurate  local 
area  unemployment  statistics.  The  Current  Population 
Survey  sample  should  be  expanded  so  that  the  CPS  can  be 
used  more  at  the  local  level.  The  Conference  of  Mayors 
recognizes  that  it  will  cost  large  amounts  of  money  to 
expand  CPS. 

An  alternative  to  expanding  it  so  that  it  can  be 
used  in  local  areas  of  all  states,  an  expansion  should 
be  considered  only  for  those  areas  where  most  of  the 
federal  dollars  flow.  Other  areas  could  use  an  improved 
procedure  combining  the  claims  and  census  share  methods, 
an  approach  that  will  be  even  more  possible  with  the 
introduction  of  the  quinquennial  census. 

In  this  light,  it  is  interesting  that  close  to  55 
percent  of  fiscal  year  1977  CETA  Title  I  and  fiscal  year 
1977-1978  stimulus  Titles  II  and  VI  dollars  went  into 
those  states  where  the  present  eleven  CPS  cities  are. 
Over  70  percent  of  these  same  dollars  were  allocated  to 
the  states  where  the  30  CPS  SMSAs  are. 

BLS  has  told  the  Conference  of  Mayors  that  it  would 
cost  about  $100  million  to  expand  CPS  so  that  it  can  be 
used  in  all  local  areas  of  the  19  states  in  which  these 
30  SMSAs  are  located.  It  is  not  imperative  that  the  CPS 
even  be  expanded   for  use   in  more  than  the  major  SMSAs 
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within  those  states.  Further,  the  $100  million  figure 
itself  is  a  miniscule  percent  of  the  $16  billion  in 
federal  allocations  to  state  and  local  governments  based 
on  the  unemployment  estimates. 

Recommendation  Three:  Data  should  be  collected  for 
at  least  the  next  six  months  for  both  old  and  new  pro- 
cedures. Only  in  this  manner  will  there  be  satisfactory 
analyses . 

Recommendation  Four:  At  the  minimum,  the  new  pro- 
cedures should  be  delayed  until  the  potential  effects  on 
the  distribution  of  employment  and  unemployment  can  be 
determined  adequately. 

Recommendation  Five:  The  use  of  Current  Population 
Survey  data  for  estimating  employment  and  unemployment 
should  be  continued  for  all  30  SMSAs  and  11  central 
cities  under  any  new  method. 

Recommendation  Six:  If  implementation  of  the  new 
procedures  is  continued.  Congress  should  immediately 
review  all  legislative  allocation  formulas.  These 
formulas  were  based  on  certain  distributions  of  unem- 
ployment at  the  time  of  the  legislative  passage. 

No  matter  what  method  is  more  accurate,  if,  as 
preliminary  data  indicates,  cities  will  be  negatively 
affected  by  the  new  procedures,  it  would  be  inequitable 
to  continue  funding  under  the  present  formulas.  It 
would  be  especially  questionable  to  implement  measure- 
ment procedures  in  a  manner  contrary  to  the  interests  of 
city  residents  at  a  time  when  an  "urban  policy"  is  being 
formulated  by  the  Administration. 

Recommendation  Seven:  Congress  must  recognize  that 
the  unemployment  statistics  are  being  used  for  purposes 
far  different  from  the  uses  for  which  they  originally 
were  designed. 

Consequently,  there  now  must  be  a  closer  relation- 
ship between  the  people  who  collect  the  statistics  and 
those  who  design  programs.  As  indicated  above,  the 
"discouraged,"  precisely  those .  to  whom  many  of  these 
programs  are  targeted,  are  the  most  undercounted  in  the 
official  data. 
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The  following  discussion  details  the  findings  out- 
lined above: 

The  "New"  Method:  Thus,  the  first  point  which  must 
be  understood  is  that  there  is  not  one  "new"  method 
which  has  been  imposed  by  BLS.  In  the  interim,  states 
gradually  will  be  introducing  the  changes,  some  states 
having  begun  this  implementation  process  prior  to  1978. 

As  indicated  below,  BLS  hopes  to  have  one  final  set 
of  procedures  in  place  for  all  states  in  local  areas. 
However,  this  apparently  will  not  be  possible  for 
several  years. 

One  final  introductory  remark  is  that  only  the 
highlights  of  the  "new"  methods  are  presented  in  this 
section.  A  more  detailed  outline  is  contained  in  the 
attachment  to  this  document. 

Local  Area  Statistics,  Non-CPS  Areas:  For  most 
labor  market  areas,  employment  and  unemployment  esti- 
mates have  been  based  mainly  on  BLS  Handbook  data.  This 
will    continue    to    be    true    under    the    new  procedures. 

The  estimates  for  cities  and  counties  within  most 
labor  market  areas  have  been  computed  by  the  "census 
share"  method.  This  method  assumes  that  the  county 
employment  and  unemployment  levels  bear  the  same  pro- 
portion or  ratio  of  each  month's  labor  market  area 
estimates  as  they  did  in  the  most  recent  or  1970  census. 

The  thrust  of  the  "new"  method  for  unemployment 
data  will  be  to  mainly  rely  on  unemployment  compensation 
claims  by  place  of  residence,  with  some  attempts  to 
independently  estimate  unemployment  for  new  entrants  and 
reentrants  into  the  workforce. 

Employment  levels  will  be  calculated  on  the  basis 
of  the  most  current  population  estimates  for  areas 
within  labor  market  areas,  with  the  ratio  of  the  local 
jurisdiction's  population  to  the  labor  market  area's 
population  multiplied  by  the  estimate  of  the  labor 
market  area  employment  level. 

This  claims-population  ratio  procedure  will  be  used 
for  calculating  unemployment  and  employment  for  counties 
in  almost  all  states  in  1978.  Most  of  the  rest  of  the 
states  will  begin  this  procedure  for  county  estimates 
during  1979.  Eight  states  have  been  using  this  method 
for  the  past  one  to  two  years. 
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The  same  claims-population  ratio  method  will  be 
applied  for  city  unemployment  and  employment  estimates 
if  the  unemployment  compensation  claims  by  residence 
data  is  available.  However,  it  should  be  noted  that, 
even  if  the  data  is  available,  BLS  has  made  the  pro- 
cedures optional  for  the  states  to  use  in  estimating 
city  unemployment  in  1978. 

Only  about  10  to  12  states  will  apply  the  new  pro- 
cedure for  city  data  in  1978  and  about  14  in  1979.  For 
the  other  cities,  employment  and  unemployment  estimates 
will  continue  to  use  the  "census  share"  method  in  1978. 

It  is  less  than  certain  when  the  rest  of  the  states 
will  use  the  "entire"  new  method,  for  example,  figuring 
unemployment  and  employment  on  the  claims-population 
ratio  procedure  all  the  way  to  the  city  level. 

Although  most  states  will  have  the  capability  of 
using  the  new  procedure  at  the  city  level  within  the 
next  few  years,  BLS  now  seems  to  be  wavering  on  whether 
all  states  ever  will  be  required  to  estimate  city  unem- 
ployment in  this  manner.  Thus,  in  1978,  only  an 
"interim"  procedure  will  be  in  effect  for  most  states. 
County  unemployment  will  be  estimated  with  the  "new" 
procedures,  but  city  unemployment  in  only  about  one- 
fifth  of   the   states   will   use   the  actual  "new"  method. 

Local  Area  Statistics,  CPS  Areas:  Under  the  "old" 
method,  unemployment  and  employment  for  30  Standard 
Metropolitan  Statistical  Areas  (SMSAs)  and  11  large 
central  cities  within  several  of  these  SMSAs  were 
figured  under  a  set  of  methodd  different  from  the  rest 
of  the  SMSAs  and  cities.  BLS  has  so  far  chosen  to 
ignore  this  fact  when  discussing  the  effects  on  the  new 
procedures  for  collecting  the  data. 

In  these  30  SMSAs,  the  sample  from  the  Current 
Population  Survey  has  been  reliable  enough  to  derive  an 
annual  average  for  employment  and  unemployment.  The  BLS 
Handbook  estimates  are  then  adjusted  each  month  to  the 
CPS  annual  SMSA  average. 

For  the  11  cities,  Baltimore,  Chicago,  Cleveland, 
Dallas,  Detroit,  Washington,  D.C.,  Houston,  Milwaukee, 
New  York,  Philadelphia,  St.  Louis,  CPS  data  has  been 
reliable  enough  to  get  one  annual  average  ratio  of  city 
employment  to  employment  in  the  metropolitan  area,  and  a 
similar  ratio  for  unemployment. 
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Under  the  new  procedures,  the  use  of  CPS  averages 
will  be  discarded  for  all  of  the  above  SMSAs  except  Los 
Angeles-Long  Beach  and  New  York.  In  these  two,  monthly 
estimates  from  the  CPS  will  be  able  to  be  calculated. 
For  all  of  the  11  cities,  except  New  York  City  and 
Washington,  D.C.,  CPS  data  also  will  be  dropped. 

For  New  York  City,  monthly  CPS  data  will  be  avail- 
able. Monthly  CPS  survey  data  will  be  used  in  Washing- 
ton since  it  is  treated  as  a  state  under  several  federal 
programs.  Eventually  the  unemployment  and  employment 
estimates  for  the  other  nine  cities  will  be  based  on 
claims-population  ratio,  the  "new"  method  described 
above. 

In  1978,  it  appears  that  the  new  procedure  will 
apply  to  only  Baltimore  and  Philadelphia  of  the  above  11 
cities,  and  three  to  six  other  major  cities  within  the 
30  SMSAs. 

Theories  Behind  Old  and  New  Methods:  Before 
reviewing  the  available  data,  it  would  be  best  to 
explain  the  reasons  BLS  has  set  forth  for  using  the  new 
procedures  and  the  apparent  advantages  and  disadvantages 
of  using  the  new  procedures. 

BLS  Propositions:  There  are  basically  three  rea- 
sons BLS  is  imposing  the  new  method.  First,  BLS  says 
that  the  use  of  1970  census  relationships  is  outdated 
and  provides  significant  inaccuracies.  BLS  says  that 
the  unemployment  compensation  claims  share  method 
therefore  will  be  more  accurate.  The  potential  dis- 
advantages of  the  claims  share  method  will  be  discussed 
in  detail  below. 

However,  it  can  be  said  here  that  while  relation- 
ships undoubtedly  have  changed  since  1970,  one  cannot 
assume  automatically  that  the  claims  share  method  is 
more  accurate  and  certainly  it  cannot  be  assumed  that  it 
is  significantly  more  accurate. 

Population  losses  of  cities  since  1970  would  seem 
to  indicate  that  they  have  decreased  shares  of  not  only 
employment,  but  also  unemployment  relative  to  the 
suburbs . 

Yet,  how  universal  this  trend  is  when  applied  on  a 
jurisdiction-by- jurisdiction  basis  cannot  be  determined. 

Second,  BLS  has  been  concerned  with  the  large 
revisions   of  each  year's  preliminary  estimates.  These 
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occur  at  the  end  of  the  year  when  the  new  CPS  annual 
averages  become  availale.  BLS  has  been  very  sensitive 
to  the  criticism  that  results  when  the  data  is  revised. 

The  problem  of  revision  mainly  applies  to  CPS  state 
totals  and  not  local  area  unemployment  statistics.  The 
shift  to  monthly  CPS  estimates  for  states  is  designed  to 
correct  this  problem  and  should  be  more  accurate.  The 
questions  of  revisions  at  the  local  level  mainly  apply 
to  those  areas,  30  SMSAs  and  11  central  cities,  whose 
unemployment  levels  have  been  partially  based  on  CPS 
data . 

However,  dropping  CPS  data  at  the  local  level  to 
bring  about  fewer  revisions  is  like  throwing  the  baby 
out  with  the  bath  water. 

What  needs  to  be  pointed  out  here  is  that  the 
extent  of  revisions  does  not  necessarily  reflect  an 
amount  of  inaccuracy,  but  is  tied  to  the  methods  used. 
Thus,  a  method  could  be  formulated  which  would  still  be 
based  on  CPS  data  at  the  local  level  that  would  lead  to 
smaller  revisions  and  be  equally,  if  not  more,  accurate. 

In  states  that  will  not  immediately  be  using 
monthly  CPS  data,  a  six-month  moving  average  will  now  be 
applied  rather  than  the  previous  year's  CPS  average. 
BLS  could  have  used  this  procedure  at  the  local  level  in 
past  years  and  ended  up  with  fewer  revisions.  BLS  in 
fact  seems  to  have  devised  its  new  procedures  so  that 
the  goal  of  fewest  revisions  is  at  least  as  important  as 
the  goal  of  increased  accuracy. 

A  third  reason  for  going  to  the  new  method  is  a 
desire  to  accomplish  greater  uniformity  in  procedures 
across  states.  However,  as  discussed  later,  dropping 
the  use  of  CPS  at  the  local  level  to  achieve  uniformity 
is  questionable  given  that  the  CPS  is  potentially  the 
most  accurate  method  and  can  produce  the  most  detailed 
statistics.  Moreover,  it  will  be  shown  that  the  new 
procedures   will   exhibit   perhaps   even  less  uniformity. 

CPS  Procedures:  The  procedure  used  up  to  now  in 
some  areas  combining  the  use  of  annual  average  CPS  data 
and  Handbook  estimates  to  compute  local  area  unemploy- 
ment levels  undoubtedly  has  its  problems. 

One,  as  indicated  above,  has  been  the  large  number 
of    revisions.      Again,    however,    different  procedures 
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could  have  been  used  to  correct  this  often  politically 
embarrassing  situation.  If  truly  accurate  and  unbiased 
local  area  unemployment  estimates  are  desired  by  the 
public  and  elected  officials,  increased  use  of  the  CPS 
data  is  called  for.  BLS  officials  generally  support 
this  conclusion. 

The  obstacle  to  increased  use  of  CPS  at  the  local 
level  and  the  principal  inaccuracies  resulting  from  its 
present  use  are  due  to  the  limited  sample  size  of  the 
CPS.  It  would  cost  several  millions  of  dollars  to 
expand  the  sample  size  so  that  CPS  could  be  used  on  a 
monthly  or  quarterly  basis  in  most  SMSAs  and  their 
component  parts . 

Yet,  it  must  be  kept  in  mind  that  billions  of 
federal  dollars  are  allocated  based  on  unemployment 
data.  The  case  is  made  in  the  earlier  listed  recommen- 
dations that  the  sample  perhaps  need  only  be  expanded  in 
the  few  states  where  the  majority  of  these  federal  funds 
are  allocated. 

By  dropping  the  present  use  of  the  CPS  at  the  local 
level,  less  accurate  unemployment  and  employment 
estimates  will  result  in  the  30  SMSAs  as  a  whole  and 
especially  the  nine  existing  "CPS"  cities  where  it  no 
longer  will  be  used.  Many  BLS  officials  will  admit  to 
the  fact  that  more  accurate  data  will  be  sacrificed  in 
the  present  "CPS"  areas  to  produce  possibly  more  accu- 
rate estimates  in  the  less  populated  and  outlying  areas 
of  states. 

In  addition,  it  is  the  CPS  which  allows  estimates 
to  be  made  about  unemployment  for  various  population 
segments,  age,  race,  sex.  This  ability  will  be  greatly 
reduced  by  dropping  the  use  of  CPS  in  calculating  local 
area  unemployment. 

Deficiencies  of  the  Claims-Population  Data  Method: 
The  major  deficiency  of  the  new  claims-based  method  is 
that  it  relies  on  administrative  data  consisting  of 
unemployed  persons  insured  under  unemployment  compen- 
sation systems. 

However,  the  insured  unemployed  are  significantly 
fewer  than  the  total  unemployed  in  an  area.  This  fact 
is  indicated  in  Table  1  which  shows  that  on  a  nationwide 
basis  the  insured  unemployed  were  less  than  50  percent 
of  the  official  total  number  of  unemployed. 
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Although  some  attempt  under  the  claims  share  method 
will  be  made  to  estimate  new  entrants,  reentrants, 
unemployment  insurance  exhaustees  and  eligible  people 
not  filing  claims,  these  estimates  are  likely  to  be 
undercounts  for  substate  areas.  The  estimates  for  these 
groups  probably  will  be  most  underestimated  for  cities 
since  the  procedures  ignore  age,  race,  education,  and 
sex  differences  in  populations. 

On  the  question  of  the  underestimates  for  those 
groups,  one  fact  can  be  mentioned  here.  The  estimate 
for  unemployed,  new  entrants  into  the  labor  force  will 
be  based  on  a  young  adult  population  age  factor;  the 
same  ratio  that  this  group  comprised  of  the  total  number 
of  unemployed  from  the  1970  census  will  be  used  for  the 
estimates.  However,  the  16-21  age  group  for  whites  has 
grown  1  percent  per  year  and  the  16-21  age  group  for 
blacks  has  grown  3  percent.  The  higher  concentration  of 
blacks  in  cities  indicates  that  central  city  undercounts 
will  be  greatest. 

Most  important,  to  the  extent  that  the  unemployment 
estimates  calculated  from  claims  share  method  are  used 
in  developing  local  area  estimates,  the  measure  probably 
will  be  biased  against  cities.  This  is  due  to  the  fact 
that  cities  will  contain  the  greatest  number  of  jobs  not 
covered  by  unemployment  compensation  systems,  more  of 
the  types  of  workers  within  those  types  of  jobs,  and 
more  persons  not  likely  to  be  included  within  the  claims 
share  method  for  a  variety  of  other  reasons. 

As  Harold  Goldstein  pointed  out  in  a  recent  paper 
for  this  Commission,  the  "insured  unemployment  include  a 
smaller  proportion  of  black,  female  and  younger  workers 
than  are  found  in  the  ranks  of  the  unemployed 
generally. " 

(Table  1.) 

This  fact  easily  is  observed  from  Table  1.  There 
are  the  exact  population  segments  which  will  be  more 
concentrated  in  cities.  Also,  since  the  Handbook  or 
claims  method  probably  will  underestimate  exhaustees  and 
new  entrants ,  and  those  groups  are  more  concentrated  in 
cities,  the  estimate  for  them  will  be  biased  against 
cities . 
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Further,  a  case  can  be  made  that  "delayed"  and 
"never"  claimants,  who  are  eligible  for  unemployment 
compensation,  will  be  biased  against  the  city.  One 
reason  is  that  there  are  more  unskilled,  low-wage  jobs 
in  cities  and  these  jobs  have  higher  quit  rates.  While 
they  may  be  covered  jobs,  the  worker  will  be  less  likely 
to  file  for  his/her  eligible  claim  because  the  total 
would  be  for  so  few  dollars. 

Thus,  after  reviewing  these  apparent  deficiencies 
of  the  claims-based  method,  the  only  way  BLS  could  claim 
the  new  method  as  "fair"  to  the  cities  is  by  maintaining 
that  the  census  share  method  overestimates  city  unem- 
ployment much  more  than  the  claims  share  method  under- 
estimates it. 

In  this  light,  it  is  interesting  to  point  out  that 
the  National  Planning  Association  did  a  study  in  1974 
which  compared  data  from  the  census  share  method  to  the 
alternative  using  the  insured  unemployed.  Data  from  the 
1960  census  was  used  for  the  census  share  method  and 
1970  insured  unemployed  data  was  used  for  the  insured 
unemployed  method. 

The  estimates  from  each  method  were  then  compared 
with  actual  unemployed  in  the  areas  shown  by  the  1970 
census.  While  neither  method  was  shown  to  be  accurate, 
Goldstein  summarizes  the  findings  by  noting  that  "the 
insured  unemployed  method  underestimated  unemployment 
for  central  cities,  counties  with  fast-growing  black 
population  and  counties  with  rapid  employment  growth,  as 
measured  by  payroll  employment  statistics,  but  over- 
estimated unemployment  for  counties  with  the  fastest 
employment  growth  as   shown  by  the  decennial  censuses." 

On  the  employment  side,  the  accuracy  of  the  new 
method  also  can  be  seriously  questioned  simply  by 
pointing  to  published  BLS  data.  Since  employment  for 
counties  and  cities  will  be  estimated  by  multiplying 
population  ratios  times  the  labor  market  area  employment 
estimate,  the  same  employment-to-population  ratio  is 
assumed  for  both  the  city  and  the  suburbs. 

However,  Table  2  illustrates  that  the  ratio  for  the 
city  is  normally  less  than  the  suburb.  In  terms  of  the 
change  from  the  census  share  method  to  the  population 
ratio  method,  the  bias  toward  overestimating  city 
employment    levels    perhaps    will    tend    to    be  "offset" 
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somewhat  for  non-CPS  cities  because  of  the  procedures  to 
be  used. 

This  is  due  to  the  fact  that  the  new  procedure  will 
use  the  most  recent  population  estimates.  Since  the 
population  of  the  central  cities  generally  has  decreased 
since  1970,  the  population  ratio  will  produce  lower 
employment  estimates  for  cities  than  the  census  share 
procedure . 

However,  for  the  11  cities  which  have  used  CPS 
annual  average  employment  ratios,  the  new  population 
ratio  on  the  whole  would  result  in  significant  over- 
estimates of  employment  and  thus  underestimates  of  the 
unemployment  rate. 

Again,  published  BLS  data  in  Table  2  can  be  used  to 
substantiate  this  fact. 

(Table  2.) 

Notably,  BLS  has  planned  as  part  of  the  new  pro- 
cedures to  use  Bureau  of  Economic  Analysis  (BEA)  data  to 
adjust  Handbook  employment  data  from  place  of  work 
establishment  to  place  of  residence.  It  appears  that 
this  data  may  not  be  available  in  1978. 

To  the  extent  that  there  is  a  significant  amount  of 
"in- commuting"  in  an  area,  the  SMSA  employment  level 
will  be  overestimated  if  the  BEA  adjustments  are  not 
made.  Consequently,  the  city  employment  level  likely 
will  be  further  overestimated  in  that  case. 

What  the  Existing  Data  Show:  Perhaps  the  greatest 
criticism  which  can  be  lodged  against  BLS  with  respect 
to  the  "new"  method  is  that  it  is  proceeding  with 
implementation  despite  so  little  data  being  available. 
BLS,  of  course,  tries  to  argue  that  it  will  be  using  a 
more  valid  measurement  and  that  it  is  an  "apolitical" 
agency. 

However,  Congress  passed  allocation  formulas  for  a 
number  of  programs  based  on  a  certain  pattern  of  unem- 
ployment levels  and  rates.  Whether  or  not  the  new 
method  is  more  accurate  than  the  old,  and  the  above 
section  surely  makes  its  accuracy  suspect.  Congress  must 
be  concerned  with  any  new  set  of  procedures  which  will 
reduce  the  levels  and  rates  of  unemployment  in  central 
cities  relative  to  suburbs.  The  little  data  which  we 
have  been  able  to  collect  clearly  show  a  trend  against 
the  cities. 
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Non-CPS  Cities:  BLS  has  been  letting  it  be  known 
that  it  completed  an  eight-state  simulation  comparing 
the  old  and  new  procedures.  There  is  an  eight-state 
simulation,  but  it  does  not  truly  compare  the  old  and 
new  procedures.  The  new  procedures  which  states  will 
gradually  move  to  for  local  jurisdiction  data  will  be 
the  claims-population  ratio  method.  That  is  the  method 
which  likely  will  "hurt"  the  cities  the  most. 

The  simulation  contains  only  one  state  which  used 
that  method.  The  rest  of  the  states  relied  on  the 
claims-population  ratio  method  only  down  to  the  county 
level,  with  the  old  census  share  procedure  being  applied 
to  the  county  totals  or  the  city  estimates.  As  dis- 
cussed earlier,  this  latter  combination  of  old  and  new 
methods  is  what  most  states  will  use  in  1978,  but  it  is 
not  actually  the  "new"  method. 

Further,  BLS  wrote  in  a  memorandum  to  Assistant 
Secretary  of  Labor  Ernest  Green  that  no  evidence  exists 
from  the  simulation  that  "the  new  estimating  methodology 
works  to  the  advantage  or  disadvantage  of  cities  and 
counties . " 

This  same  claim  has  been  made  to  other  officials. 
First,  BLS  cannot  validly  make  such  a  claim  since  the 
simulation  does  not  involve  the  "new"  method. 

Second,  even  considering  that  the  simulation  in- 
volves the  "interim"  procedures,  which  is  less  likely  to 
be  biased  against  cities  than  the  complete  new  method, 
the  U.S.  Conference  of  Mayors  detailed  analysis  of  the 
data  shows  even  the  "interim"  procedure  works  to  the 
disadvantage  of  the  cities. 

While  unemployment  increased  in  18  cities  and  de- 
creased in  25,  this  result  constitutes  a  statistically 
significant  trend  against  cities. 

In  other  words,  if  one  were  to  assume  that  the 
eight  states  had  been  randomly  chosen  and  the  "interim" 
procedure  were  applied  on  a  nationwide  basis,  the  pro- 
cedure would  work  to  the  predominant  disadvantage  of  the 
cities.  And,  while  the  unemployment  rate  increases  in 
20  cities  and  decreases  in  14,  with  no  change  in  nine, 
due  to  reductions  in  the  levels  of  employment,  this  does 
not  represent  a  statistically  significant  trend 
favorable  to  the  cities. 
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It  can  be  mentioned  that  unemployment  levels  become 
less  important  in  federal  programs  once  the  minimum 
"trigger"  rates  are  reached. 

It  should  be  pointed  out  that  the  eight  states 
simply  represent  states  which  have  been  using  the 
claims-population  ratio  method  at  the  county  level  for 
the  past  two  years,  and,  thus,  are  not  a  random  sample, 
Colorado,  Connecticut,  Florida,  Kentucky,  North  Caro- 
lina, Oklahoma,  Pennsylvania,  and  South  Carolina. 

They  are  states  which  generally  do  not  contain 
cities  which  are  most  likely  to  be  hurt  by  the  new 
procedures,  ones  with  the  largest  population,  most 
minority  persons  and  the  lowest  persons. 

Only  Pennsylvania  and  Connecticut  could  be  counted 
among  such  states  and  Philadelphia  is  not  part  of  the 
simulation.  Moreover,  Miami  is  not  included  in  the 
simulation. 

A  further  note  is  that  there  are  two  SMSAs  in  the 
simulation  which  have  been  using  the  combined  CPS-Hand- 
book  procedure.  Again,  the  new  procedures  will  drop  the 
use  of  the  CPS  to  figure  labor  market  area  unemployment. 

However,  the  simulation  does  not  do  this  for  the 
labor  market  areas  of  Denver  and  Pittsburgh.  Thus,  the 
simulation  does  not  even  calculate  the  true  effect  of 
the  "interim"  method  on  these  two  cities.  All  this  is 
to  establish  that  BLS  has  made  no  real  effort  to  judge 
the  effect  of  the  entire  new  method  or  the  "interim" 
method  before  implementing  new  procedures. 

Continuing  a  summary  of  the  simulation  data,  as  the 
city  population  gets  larger,  there  is  a  statistically 
significant  chance  that  the  level  of  unemployment  will 
decrease  due  to  the  new  methodology  and  some  tendency 
for  the  rate  to  decrease. 

As  the  percentage  of  minority  population  becomes 
larger,  there  is  a  tendency  for  the  rate  and  level  of 
unemployment  to  decrease.  Both  these  trends  go  in  the 
direction  predicted  by  the  theory  discussed  in  the 
previous  section. 

In  terms  of  the  magnitude  of  change,  there  was  an 
average  unemployment  level  decrease  for  cities  of  3.7 
percent  while  the  number  of  unemployed  for  the  counties 
as    a    whole    increased    11.9    percent.      For   the  cities 
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which  experienced  a  decrease  in  unemployment  levels,  the 
average  decrease  was  11.7  percent.  For  the  cities  which 
increased,  the  average  increase  was  11.1  percent. 

For  counties  which  experienced  a  decrease  in  the 
number  of  unemployed,  the  average  decrease  was  19.3 
percent.  For  the  counties  which  increased,  the  increase 
was  35.1  percent.  Taking  all  cities  together,  the  ones 
increasing  and  the  ones  decreasing,  there  was  a  trend  of 
cities  with  the  highest  percent  of  minority  population 
to  have  the  largest  average  decrease  in  the  number  of 
unemployed . 

Looking  specifically  at  the  difference  between  the 
census  share  and  "interim"  procedures  for  the  five 
largest  cities  in  the  "simulation,"  Denver,  Pittsburgh, 
Oklahoma  City,  Tulsa,  and  Jacksonville,  while  the  unem- 
ployment rates  for  these  cities  generally  do  not  drop 
because  of  decreases  in  the  employment  levels,  the  level 
of  unemployment  is  reduced  for  all  five.  The  decreases 
in  the  numbers  of  employed  range  from  3.6  percent  to  7.8 
percent. 

One  city  not  in  the  "simulation,"  but  for  which  the 
State  of  Georgia  made  data  available,  was  Atlanta. 
Under  the  "census  share"  procedure,  the  official  1976 
annual  monthly  average  unemployment  level  was  29,256  and 
the  unemployment  rate  was  10.3  percent. 

Under  the  long-run  "new"  methodology,  claims-popu- 
lation ratio  at  the  city  level,  the  average  unemployment 
was  reduced  by  about  one-third  to  19,006  and  the  unem- 
ployment level  was  reduced  to  199,018  from  255,738. 
These  figures  were  not  able  to  take  into  account  the 
effect  of  the  dropping  of  the  use  of  the  CPS  in  calcu- 
lating SMSA  totals.  That  effect  very  well  may  reduce 
the  SMSA's  unemployment  level  and,  consequently,  the 
city's  even  further. 

Although  the  State  of  Georgia  has  the  capability  of 
using  the  new  claims-population  ratio  method  to  the  city 
level,  it  will  be  using  the  "interim"  procedure  in  1978, 
claims  share  to  the  county  level  and  census  share  then 
to  the  city  level. 

Data  provided  by  the  State  of  Georgia  shows  that 
the  "interim"  procedure  would  have  reduced  the  July  1977 
level  of  unemployment  from  23,400  to  22,700  and 
increased  the  unemployment  rate  from  8.2  percent  to  8.3 
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percent.  Thus,  the  "interim"  does  not  work  to  the  dis- 
advantage of  Atlanta  nearly  as  much  as  the  long-run 
"new"  method. 

The  full  "new"  method  would  have  reduced  Atlanta's 
CETA  funds  by  $14  million  in  fiscal  year  1977.  Under 
Title  I  of  the  Public  Works  Employment  Act  of  1976 
(PEWA),  the  City  of  Atlanta  and  the  Atlanta  School  Board 
would  have  lost  $5  million  out  of  a  total  allocation  of 
$13.9   million    from   September    1976    through   July  1977. 

Under  Title  II  of  PWEA,  the  city  would  have  lost 
$0.6  million  out  of  a  total  allocation  of  $2.0  million 
for  July  1976  through  June  30,  1977.  To  estimate  pro- 
gram dollars  lost,  one  obviously  has  to  assume  that  the 
"rest  of  the  world"  basically  remains  constant. 

In  the  light  of  the  apparent  more  negative  effects 
for  cities  of  the  full  "new"  method  versus  the  "interim" 
one,  it  is  interesting  to  look  at  the  simulation  data 
for  the  cities  in  Connecticut,  the  one  state  in  the 
simulation  which  has  been  using  the  long-run  new  pro- 
cedures . 

Of  the  13  cities  and  towns  in  the  simulation,  eight 
experienced  decreases  in  unemployment  under  the  new 
method.  Of  the  three  largest  Connecticut  prime  sponsor 
cities  under  CETA,  Bridgeport,  Hartford  and  New  Haven, 
all  three  exhibited  decreases  in  the  level  of  unemploy- 
ment, with  the  decreases  averaging  23.1  percent.  More- 
over, all  three  cities  had  their  unemployment  rates 
reduced  with  Hartford's  decreasing  1.5  percentage 
points . 

Summarizing,  the  data  from  the  BLS  so-called 
simulation  clearly  indicates  that  the  "interim"  pro- 
cedure will  work  to  the  disadvantage  of  non-CPS  cities, 
especially  the  larger  cities  with  the  largest  numbers  of 
low-income  and  minority  persons. 

Additional  statistics,  as  well  as  simulation  data, 
points  to  an  even  greater  negative  effect  of  non-CPS 
cities  from  the  full  "new"  method.  Again,  non-CPS 
cities  are  most  of  the  cities  in  the  country. 

CPS  Cities:  As  explained  earlier,  there  are  two 
types  of  CPS  cities  for  purposes  of  discussion  in  this 
document.  CPS  cities  in  the  purest  sense  are  those  11 
cities  which  have  used  annual  average  CPS  ratios  to 
calculate  monthly  unemplo3^ent  and  employment. 


347 


"CPS  cities"  also  refers  to  the  rest  of  the  cities 
in  the  30  SMSAs  which  have  used  CPS  annual  averages  to 
adjust  Handbook  data  to  calculate  SMSA  estimates.  These 
other  cities  within  the  30  SMSAs  have  then  "census 
shared"  the  SMSA  data  to  arrive  at  the  city  unemployment 
and  employment  levels. 

Very  little  data  is  available  with  respect  to  the 
issue  of  dropping  the  use  of  CPS  for  calculating  an 
SMSA's  total  unemployment  level.  Atlanta  is  one  of  the 
cities  within  the  30  SMSAs;  however,  as  pointed  out  in 
the  previous  section,  the  SMSA  totals  still  were  based 
on  CPS  averages. 

It  is  difficult  to  gauge  the  effect  that  it  will 
have  on  central  city  estimates.  The  effect  obviously 
depends  on  a  number  of  factors,  including  the  size  of 
the  particular  city  and  percent  of  the  SMSA's  population 
it  comprises.  It  can  be  said  that  there  will  likely  be 
shifts  in  the  relative  levels  of  unemployment  between 
labor  market  areas  of  a  state. 

For  example,  State  of  California  officials  indi- 
cated to  Conference  of  Mayors  staff  that  unemployment 
for  the  San  Francisco-Oakland  SMSA  will  be  reduced  by 
the  new  procedure  and,  therefore,  for  the  major  cities 
within  the  area.  The  data  for  the  Baltimore  SMSA 
reviewed  below  show  a  dramatic  shift  of  the  unemployment 
level  out  of  the  SMSA. 

We  have  been  able  to  gather  data  on  a  few  of  the  11 
CPS  cities  that  have  used  CPS  ratios  to  measure  employ- 
ment and  unemployment  within  the  city.  Unemployment  and 
employment  for  Philadelphia  and  Baltimore  will  be  calcu- 
lated in  1978  by  the  entire  "new"  method.  The  data  show 
the  concern  discussed  earlier  about  possible  overesti- 
mates of  employment  levels  to  be  fully  borne  out. 

Under  the  new  procedure,  the  1976  annual  average 
unemployment  level  for  Philadelphia  remains  approxi- 
mately the  same.  However,  the  level  of  employment  is 
increased  from  604,000  to  710,000,  thereby  causing  the 
unemployment  rate  to  decrease  from  11.3  percent  to  9.9 
percent.  This  reduction  in  only  the  rate  of  unemploy- 
ment would  have  cost  Philadelphia  about  $6.6  million  in 
CETA  Title  II  and  VI  stimulus  dollars  out  of  a  total 
grant  of  $64.2  million. 


348 


The  new  method  would  have  reduced  the  October  1977 
level  of  unemployment  in  Baltimore  by  5.9  percent. 
Since  the  data  for  Baltimore  were  based  on  new  SMSA 
totals  which  were  recalculated  after  dropping  use  of  CPS 
averages,  as  was  true  with  Philadelphia,  it  provides 
some  indication  of  the  possible  effect  on  unemployment 
levels  for  cities  within  the  other  SMSAs  where  CPS  has 
been  used  to  calculate  the  SMSA  figures. 

Interestingly,  the  reduction  in  the  level  of  unem- 
ployment for  Baltimore  is  very  much  due  to  an  11  percent 
reduction  in  the  level  of  unemployment  for  the  SMSA  as  a 
whole.  This  reduced  unemployment  level  for  the  SMSA 
results  in  higher  levels  of  unemployment  in  the  rural 
counties  of  the  state. 

On  the  employment  side,  the  level  of  employment  for 
Baltimore  is  increased  by  12.5  percent  from  311,808  to 
350,743,  again,  as  with  Philadelphia,  in  the  direction 
and  magnitude  predicted  by  the  "theory"  put  forth 
earlier.  The  350,743  level  would  mean  employment  in 
Baltimore  has  remained  unchanged  for  the  last  seven 
years  since  the  1970  census  showed  the  city's  employment 
to  be  352,700. 

Other  existing  data  further  indicate  how  inaccurate 
this  result  is.  Using  the  1975  CPS  employment  levels 
for  Baltimore  and  its  suburbs  and  the  1975  population 
estimates  for  the  total  population,  the  1975  employment 
to  population  ratio  for  Baltimore  was  36.0  percent  and 
41.7  percent  for  the  suburbs. 

The  official  October  1977  employment  level  for 
Baltimore  indicates  an  employment  to  population  ratio  of 
37.5,  a  figure  consistent  with  the  36.0  percent  for 
1975.  The  new  method  for  estimating  employment,  how- 
ever, gives  a  42.3  percent  employment  to  population 
ratio  for  the  city,  a  figure  almost  the  same  as  the  1975 
one  for  the  suburbs . 

Further,  the  new  method  reduces  the  October  1977 
unemployment  rate  for  Baltimore  from  8.9  percent  to  7.6 
percent.  If  the  October  results  indicate  a  pattern  that 
would  have  held  for  other  months,  Baltimore  would  have 
lost  about  10  percent  of  its  CETA  Titles  II  and  VI 
funding. 

It  cannot  be  overemphasized  that  the  little  data 
that  is  available  outside  of  the  "simulation"  have  only 
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become  available  through  requests  from  city  officials  to 
state  labor  market  information  agencies. 

Some  data  was  given  to  us  for  Chicago  and  Detroit. 
However,  neither  of  these  CPS  cities  will  be  using  the 
full  "new"  method  in  1978.  Chicago  will  use  the 
"interim"  procedure  with  Cook  County's  estimates  being 
based  on  the  new  claims-population  ratio  method  and 
Chicago  estimates  being  "census  shared"  from  the  Cook 
County  totals. 

At  first  glance  of  the  available  data,  Chicago 
would  seem  to  be  helped  by  the  "interim"  procedure,  with 
the  level  of  unemployment  increasing.  However,  it  is 
expected  that  the  official  or  revised  unemployment 
estimates  for  1977  will  show  little  difference  from  the 
results  of  the  "interim"  procedure. 

Moreover,  the  data  indicates  that  the  "interim" 
procedure  greatly  overestimates  Chicago's  share  of  the 
SMSA's  employment  level. 

Most  importantly,  Chicago  fully  expects  the  new 
method  that  will  be  used  in  future  years  to  produce 
results  similar  to  those  of  Philadelphia  and  Baltimore. 
Therefore,    Chicago    is    opposed    to    the    new  procedures. 

The  same  is  true  in  Detroit,  where  the  only  "new" 
method  in  1978  will  be  the  dropping  of  CPS  and  use  of 
the  old  census  share  method  for  both  county  and  city 
estimates.  This  old  procedure  will  increase  the  level 
of  unemployment  for  Detroit  for  the  short  time  it  is 
used.  However,  preliminary  sample  data  in  Detroit 
indicates  that  the  actual  new  method  eventually  to  be 
used  will  significantly  reduce  the  rate  of  unemployment 
for  Detroit. 

Future  Data  Comparisons:  BLS  officials  have  told 
the  Conference  of  Mayors  that  data  will  be  available  in 
March  1978  so  that  a  full  comparison  of  the  old  and  new 
methods  can  be  made  by  Congress.  Since  most  areas  will 
not  have  the  capability  to  use  the  actual  new  method  for 
at  least  a  year,  no  such  comparison  will  be  able  to  be 
made . 

What  BLS  is  referring  to  is  that  whatever  pro- 
cedures will  be  in  effect  in  1978  will  be  applied  where 
possible  to  1977  data.  However,  even  in  this  respect,  a 
comparison  between  "old"  and  "new"  1977  data  will  be 
impossible.     This   is   due   to   the  fact  that  BLS  at  this 
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time  apparently  is  not  planning  to  make  the  normal  end 
of  the  year  revisions  using  the  new  CPS  averages  for  the 
present  1977  official  estimates. 

If  anyone  then  tries  to  compare  the  two  sets  of 
data,  he  would  be  comparing  a  CPS  revised  set  of  data 
under  the  new  procedures  to  the  CPS  unrevised  "official" 
1977  monthly  estimates.  Such  a  comparison  obviously 
would  not  be  truly  comparing  the  effect  of  the  new 
method. 

Attachment  1 

"OLD"  AND  "NEW"  METHODS  FOR 
COMPUTING  UNEMPLOYMENT 

1.      "Old"  Method 

A.  Statewide  Unemployment  and  Employment: 

(1)  Annual  average  unemployment  and  employ- 
ment data  (i.e.,  done  once  a  year)  from 
the  twelve  monthly  national  Current 
Population   Surveys    (CPS)    of  households. 

(2)  Monthly  state  employment  and  unemploy- 
ment estimates  done  through  use  of  BLS 
Handbook  or  "70-step"  method.  For  unem- 
ployment figures,  this  means  mostly 
unemployment  insurance  claims  data  is 
used.  Estimates  are  made  also  for  new 
entrants  and  reentrants  into  the  labor 
force . 

(3)  Official  monthly  statewide  employment  and 
unemployment  derived  after  adjustments  or 
benchmarking  of  Handbook  data  to  the 
state  annual  CPS  average. 

B.  Labor  Market  Area  (LMA)  Data: 

(Note:  A  multicounty  LMA  is  almost  always  the 
same  as  the  Standard  Metropolitan  Statistical 
Area  (SMSA) .  A  single  county  LMA  is  one 
exception. ) 

One  of  two  ways,  depending  on  data  available. 

(1)  BLS  Handbook  estimates  each  month  are 
done    for    employment    and  unemployment. 


351 


Again,  this  means  the  number  of  unem- 
ployed is  based  mainly  on  administrative 
unemployment  claims  data.  Adjustments 
are  made  to  ensure  that  LMA  estimates  add 
to  statewide  total.  For  employment  in 
most  LMAs  as  part  of  the  Handbook  method, 
the  BLS  place  of  work  or  "790  series"  is 
used . 

(2)  For  30  SMSAs,  CPS  sample  has  been  reli- 
able enough  to  derive  an  annual  average 
for  employment  and  unemployment.  The  BLS 
Handbook  estimates  are  then  adjusted  each 
month    to    the    CPS    annual    SMSA  average. 

Point:  Combined  use  of  CPS  and  Handbook  data 
is  considered  more  accurate  than  sole  use  of 
Handbook  data. 

C.  County  Data: 

(1)  For  counties  which  were  part  of  a  multi- 
county  LMA,  the  unemployment  and  employ- 
ment figures  were  computed  through  the 
"census  share"  method.  The  "census 
share"  method  assumes  that  the  county 
employment  and  unemployment  levels  bear 
the  same  proportion  or  ratio  of  each 
month's  LMA  estimates  as  it  did  in  the 
1970  census. 

(2)  For  single-  or  independent- county  LMAs, 
an  independent  or  "shortened  36-step" 
Handbook  method  will  continue  to  be  used. 

D.  City  Data: 

One  of  two  ways,   depending  on  data  available. 

(1)  City's  employment  and  unemployment  is 
"census  shared."  In  other  words,  it  is 
assumed  that  employment  and  unemployment 
in  an  area  bears  the  same  proportion  of 
each  month's  metropolitan  area  estimates 
as  it  did  in  the  1970  census. 

(2)  In  11  largest  cities  (Baltimore,  Chicago, 
Cleveland,  Dallas,  Detroit,  Washington, 
D.C.,     Houston,     Milwaukee,     New  York, 
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Philadelphia,  St.  Louis),  CPS  data  has 
been  reliable  enough  to  get  one  annual 
average  ratio  of  employment  in  the  city 
to  employment  in  the  metropolitan  area 
and  one  annual  average  ratio  of  unem- 
ployment in  the  city  to  unemployment  in 
the  metropolitan  area.  Then,  the  monthly 
data  for  the  city  is  derived  by  applying 
each  of  the  ratios  to  the  employment  and 
unemployment  estimates  for  the  metropoli- 
tan areas.  (Rates  for  cities  as  well  as 
other  areas  obviously  are  calculated  from 
the  estimate  of  the  number  of  employed 
and  unemployed  which  total  to  labor  force 
estimates . ) 

Point:  These  cities  up  to  now  have  not  used 
"census  share"  but  have  relied  on  these  CPS 
ratios . 

E.  Above  data  for  each  area  is  revised  once  a 
year  based  on  more  up-to-date  CPS  benchmarking 
and  relationships  to  state  totals. 

2.      "New"  Method 

A.      Statewide  Employment  and  Unemployment: 

BLS  is  moving  toward  use  of  monthly  CPS 
(versus  annual  average  in  the  past)  data  to 
derive  the  state's  employment  and  unemploy- 
ment. 

(1)  Only  seven  states  initially  (January 
1978)  will  be  able  to  use  CPS  monthly 
data.  Other  states  will  be  phased  in 
until  all  states  by  1981  will  be  using 
monthly  CPS  for  statewide  data. 

(2)  States  which  do  not  use  monthly  CPS  data 
will  do  a  six-month  moving  average  of  the 
ratio  of  the  CPS  six-month  average  to  the 
Handbook  six-month  average  (versus  once  a 
year  in  the  past)  to  estimate  employment 
and  unemployment.  An  independent  monthly 
Handbook  estimate  will  also  be  done.  The 
monthly  Handbook  estimate  will  then  be 
adjusted  to  the  six-month  moving  average 
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ratio     to     get     the     official  statewide 
employment      and     unemployment  figures. 
Labor  Market  Area  (LMA)  Data: 

For  all  areas  (except  Los  Angeles  and  New  York 
where  reliable  enough  monthly  CPS  data  exist) , 
employment  and  unemployment  will  be  calculated 
by  linking  the  state  "CPS"  to  the  Handbook 
estimates  for  each  area.  (Adjustments  are 
made  in  the  case  of  interstate  LMAs . )  For 
Handbook  unemployment  estimates,  this  means 
that  unemployed  will  continue  to  be  mainly 
figures  from  claims  data  plus  an  estimate  of 
the  number  of  unemployed  not  covered  by  unem- 
ployment compensation  systems  but  who  are 
considered  "experienced"  unemployed.  In  addi- 
tion, an  estimate  based  on  age  factors  is  done 
for  the  numbers  of  new  entrants  and  reentrants 
into  the  labor  force. 

Point:     Except  for  Los  Angeles  and  New  York, 
the  use  of  CPS  area  annual  data  combined  with 
Handbook    estimates    (which    had    been    in  30 
SMSAs)  will  be  dropped. 
County  Data  (for  multicounty  LMAs): 
(1)    Unemployment     Numbers:      These    will  be 
mainly   derived    from  unemployment  insur- 
ance claims  data  by  county  of  residence. 
(Not  all  states  have  this  data  available 
right  now,   but  all  will  within  a  couple 
of  years . ) 

Detailing  the  way  the  unemployment 
level  will  be  arrived  at,  the  number  of 
"experienced"  unemployed  (those  receiving 
unemployment  compensation  and  those  who 
had  worked  for  uncovered  employers)  will 
be  derived  from  the  ratio  of  the  number 
of  county  resident  claims  to  the  number 
of  LMA  claims.  This  ratio  will  be  multi- 
plied by  the  experienced  unemployed  total 
for  the  LMA  (those  filing  claims  and  an 
estimate  of  those  uncovered) .  In  addi- 
tion,  the  unemployment  level    (less  than 
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30  percent  of  the  number  of  county  unem- 
ployed) will  be  derived  for  new  entrants 
and  reentrants  by  using  ratios  of  the 
county  14-19  age  group  1970  population 
and  adult  age  1970  population  to  the  1970 
LMA  population  for  each  of  these  age 
groups.  Each  of  these  ratios  will  then 
be  multiplied,  respectively,  by  the  LMA 
estimate  for  the  number  of  unemployed 
among  new  entrants  (14-19  age  group)  and 
the  LMA  estimate  for  the  number  of  unem- 
ployed among  reentrants  (adult  age 
group) . 

(2)  Employment  Numbers:  These  will  be  cal- 
culated on  the  basis  of  a  population 
disaggregation  of  area  employment.  The 
most  current  population  estimates  will  be 
used.  (At  the  moment  1975  estimates  are 
available.)  The  disaggregation  will  mean 
that  the  most  recently  available  popula- 
tion ratio  of  the  county's  population  to 
the  LMA's  population  will  be  multiplied 
by  the  estimates  of  the  LMA  employment 
level . 

(3)  Unemployment  rates  calculated  from  (1) 
and  (2)  (i.e.,  (1)  and  (2)  add  up  to  the 
labor  force  base). 

D.      City  Data: 

Two   ways    depending    on  availability  of  data. 

(1)  If  unemployment  compensation  claims  are 
not  available  by  residence  down  to  the 
city  level,  unemployment  and  employment 
will  be  "census  shared"  from  the  county 
totals . 

(2)  If  unemployment  compensation  claims  data 
is  available  by  residence  down  to  the 
city  level  for  all  cities  in  the  state  of 
25,000  or  more,  unemployment  numbers  will 
be  based  mainly  on  the  claims  data  (i.e., 
same  disaggregation  procedure  county  to 
city  level  as  from  LMA  to  county  level). 
Employment  will  be  calculated  by  taking 
the  ratio  of  the  city's  most  recent  popu- 
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lation  estimate  to  the  metropolitan 
area's  population  estimate.  This  ratio 
is  then  multiplied  by  the  employment 
estimate  for  the  area  to  arrive  at  the 
city's  employment. 

Point:  The  11  large  cities  referred  to 
earlier  never  did  use  census  share  to  estimate 
employment  for  the  city.  Again,  they  used  a 
ratio  of  employment  in  the  city  to  employment 
in  the  metropolitan  area  derived  from  CPS. 
Except  for  New  York  City  where  the  CPS  data  is 
reliable  enough  to  use  on  a  monthly  basis,  and 
Washington,  D.C.,  which  will  be  treated  as  a 
state  and  use  its  own  "CPS-type"  estimate,  the 
other  cities  will  assume  that  the  relationship 
of  employment  in  the  city  to  that  of  the 
metropolitan  area  will  be  the  same  as  the  most 
recent  population  relationship.  (Los  Angeles 
SMSA  will  be  able  to  use  monthly  CPS  data.) 
E.  The  unemployment  figures  will  be  revised  each 
year   based   on  population  and  CPS  estimates. 


356 


3  G 
C  O 
C  S 


cfl   O  • 

a  a.  <u 

£    CO  60 


J3  "4-1 


u  CO 
o  *-> 


►J  U  <  4J 


00  CO 

CO  a 

CO  -H 


CO  O.  M 
5 


0  J3 

01  I 


4)  -O  Q) 

CO  (U  M 

CO  CO  3 

^  CO  -a 


O    CO    CJ    10  •H 


l-i   00  3  to   g  CO 

c  a  00  o  s  < 

00  -H    O    0)    1-1  to 

c  to  a  M  2 

•H    3  ^   00  OJ  W 

>      iJ  oo  -a  oo 

CO  >«   C  «   tu  M  B 

^   O   tU   CO  4J  CO  o 

S  -H    CO  ^  H 

CO   C       T3   00  u-i 

0)    O    O         4)  —I 


<U   4J    D.  B 
O  C/3    O    0)  B 


o  o 

sis 


00  C  -H 


?  ^  B  CO 

3  >>-H  tU 

&  O     3  iH 

C   O  --H  CO 

o  a  c  (X  (u 

•H  O  B  --I 

00  <->  -H  (U  J3  tU 

(u  c  4-1     CO  00 

M    (U  CO  CO  i-l  M 

a  00  3  -H  CO 

CO  4)  CO   CO  .-( 

•H    O  ^1  C  > 


E  CO  CO  CU 

c  CU  CO  j:  1-1  c 

•H     C  -r^  tJ  CO 

3  T3  -O  B 

<U  3  O 

M  -O  w  U  U 

o  <u  c  CO  c  >« 

B   (0  (U  CO  <u 

CO  E  4)  a  T3 

1-1  J3  ?,  IJ  4) 

O    I  O  CO  O  ti 

to  -H    I  .-t  CO 

o  a  o.^  a.j: 


C  CO 

^  to 

O   C  4) 

i-H   O  1-1 

CX-H  CO 

a  u 

a>  CO  -o 

C  ^  4> 

I  3  3  M 

&.  CO 

T3  O  .C 

c  a.  CO 

CO  I 

»  CO 

4J  4)  3 

C  '-I  to 

0*  X)  C 

O  -H 

Q.  >  4J 

a  to  00 

u  CO 

CO  o  ^ 
3  C 

CO  u 

C   4J  X 

41   )-i  4) 

O  to  c 

C  to  E 

4)  4-1  O 

x;  to  ^4 

3  T3 


1-1 

^>^  3 

o  1  to 

4-1 

CU 
00 

.H   3  C 

o.  a.  4J 

c 

0)  n 
M  to 

sou 

I 

^  iH 

c  ^J 

3-4) 
4)  00 

o 

•H  X 

•a  .H  n 

C  XI  CO 

emf 

to  4) 

>  d 
to 

to  to  .H 

CO 

B 

to  o 

c  "to  >< 

3 
CO 

to  <4-l 

4)   >  4> 

C 
4) 

T3 

§ 

O 

4-1  4) 

C  M 

a  c  V4 

j: 

w  to 

^•s 

a  M-i 

4)  4) 

O  1 

U   4)  • 
to  to  V4  to 
3        to  4) 

to 
to 

D.  3 

E  CO 

to  to  J=  Vj 
C  4-1   to  to 

0) 

)-■ 

4J  C 
C  4) 

4J  to 

O  T3  C  T3 

to 
1 

3  O 

0  4) 

to  C  4-1  -H  (J 

Sut 

■U  4) 
C  >- 
to  to 

41  4J  C  CO 
1-1  jC   4)   to  ^ 
CO  5   a  I-H  CO 

357 


(0  .H   C/5  ^ 


O    <U    4-1  C 


O   0)   CO  3 

^  U  e 

-H  -H  iJ 


c/5  w  3  n) 


O  *->  (X  C  M 


J2  O 
O  C  J3 
M  -i-l  TJ 


O  O  0)  c  w 

•H  a  M  0)  0) 

c  o  nj  a.  00 

U  4-1  0)  73  t5 

<U  9)  U  C  JZ 


B  -O  00 
O  0)  r- 
C    to  <T> 


4J  <U 
OO  J3 


PQ    3  J3 


<u 
>^ 
o 

a.  <u 
a  o 
<u  c 

C  OJ 
3  XI 

to 


3  <U 
00 
>s  00 


•O  4-1 

ca  o 


to  (0  nj  (u  3 


O  <4-l   c  to 


0)  (U  <u  > 


C    tU  M-l 

0)  M  u-i 
O  cd  o 


cr  4J  cfl 
cow 

73    0)  -H  Oi 


3   to  4J  (U 

O.  CO  O 

-O     <U  4->  •r^ 

<  Q  > 


CO 

4J 

to  c 


13  to  .O  4J 

0)  CO  C 

3  00  (U 

c  to  c  a 

•H  4-1  -H  F> 

4-1  C  T3  O 

C  3  <-t  r-i 

O  O  -H  Q, 


fU    CO   to  l-i 


-H  :  0)  tu  to  c 
a  PQ  -a  oj  <u  0) 


x:  n  to  n  -H 


358 


UNIVERSITY  OF  FLORIDA 


1262  09118  6030 


C   (J  1  c  •« 


C  c1 

<M   3  3  C 

-<  cr  «>  • 

ID  'a  u 


o  c  ' 
.  o.  u 


U   3    3  '-I   E  U 


o  o  CI  n  X 


3  c  u  ri  o 


u  c  c  ■>  u 
c  u  u  o  > 
o  >  B  ">< 


CI  <J  C  O  V! 

U  x  b  h  C 

«l  b  c  o  o 

b  O  3  C.  U 


<o  c  O 

«>  a  3  o 

^  o  O 

3  O  » 

C  tJ  o 

CI  c  Li  r< 
coo 

b  I.  o 

e  u  b 

b  «->  o 


□  Ob 


3  C 
CO  9 

3  e. 


c  ?; 
o  = 


3  ^ 


«  IS  -Ob 

>  jr  3  o 

O  't'  n  O  -'J 

^  c  CI  u  10 


^  T  r1  o 
sow 


w  *J  (0  Oi 
C  b  B  n 

•HO  • 

a  y 

U  O  C9 


1:2 


a  3  to 

O  p.  J3 

O  O  3 

»4  O.  10 


♦J     »  C  00  ♦J 


CO 


C  Q 
■o  o  O 
C  B  - 


IS  e 
o 

•SI 

a  b 


o  o  d  9 

b  4J  U  U 
O   d  O  H 


♦J    -H  *.  ft 


•3d 

b^ 


C  b 
O  B 


*  3  - 

U  CI 


5§ 

b  B 


c  o 

O  b  9 

a  ft  « 

o  o  > 


fH    CI  ■ 


oat 

ft  9 

s& 

C  3 

«  m 

r) 

9  9 

>  a 
9  a 
a  o 

e 
u 

b 
O 

>  <9 

e  • 

o 

1 

tonic 
icy  (C 

a 
a 

5 

Lee  of 
ring  ( 

s 

e 

o  o 

U  U 
M  •< 

1 

1 

O  ^ 

cnergency  funds  1 
imcnts  to  provide 
.  public  service 

loral  financial  ac 
communities  with 
and  persistent 

;  for  tlio  purpose 
public  works  pro- 

;ist  in  oconoDic 

Icral  financial  ae 
comniunitics  for 
of  building  publJ 

:ts 

Federal  nonies  t< 
jto  and  local  gov 
coordinate  bud;;ot- 
Ions  of  Stato  and 
loonts  with  Fodori 
itimulato  econoDii 

To  allocate 
local  govcrr 
tranai  t  ional 
employment 

*  O       c  ^o  w  ♦» 
b,  «i  «3  CI  c  d  e 
•H  c  •-•  «l 
♦>   CI  ♦*        -3   O  n 
C  CI  C  O  -H  u. 
CJ    C   r)  -<  -H  O 
b   d  «l   ft  3    OJ  ^ 
bew   15  G  -Q  o 
w  ^  u       o  > 
O  -<    3   C  >M   O  « 
H   9   W  3   O  TO 

To  grant  Fee 
slstnncc  to 
tho  purpose 
works  projoc 

To  allocate 
units  of  Sti 
ornment  to  < 
related  act; 
local  goven 
efforts  to  i 
recovery 

K)        O  'J'  -H  > 
O  T 

e>  n  T3       •  o 

1965 
13G 
d  by 
487 

,  1976 
0  IV 

>.  o 

O  O  J2  M 

O  CO 
O        -3  04  -9 

r- 

>»       O  l-l 

«o  c>  us  •-• 

o  o 

O  to  "3  to     •  9 

CETA  I 
PL  93- 

PL  9.;- 
Oct.  1 
Titl 

C>  T3 
O  lO   C  0>  -1 
a        O       -.J  H 
.a  J  E  >J  U 
B.  ft   a  O 

TT  -0  n  ^  w 

3^  5^ 

a  J  S  >J  d 

a.  ft  a  ft  z 

^1     O    1    rO  >4 
T  "0  W  f  4  •» 
<  0>   C  O  ~* 

3  U   E  <• 

a.  ft  a  ft  X 

o 


